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GLIDDEN MEN AT WORK 


PRODUCED THESE RESULTS 


FOR THE 12 MONTHS 
AUGUST 31, 1957 





MAESAWS . «0s ss $225,537,291 
Income before Taxes . . 15,387,437 
Taxes on Income ... . 8,123,000 


Net Income after Taxes . 7,264,437 
PORENONR? ona. os oa Gis 3.16 
% to Shareholders’ Equity . 8.5% 


Cash Dividends Declared . 4,594,340 











POUGHAID «bcs acess 2.00 

% of Net Income ..... 63.2% 
Earnings Reinvested. . . 2,670,097 
Shareholders’ Equity . . 85,837,116 

RED 5s) gine. Kap a wo 37.30 
Long Term Debt .. . . 27,500,000 
Working Capital .. . . 52,301,673 

GUttent RAUO.. . 2. 2 2 2.93 
Plant & Equipment—Net 59,516,961 
Total Assets. .... - 140,369,855 
Depreciation and 

Amortization ..... . 5,046,378 

Persnele. . . « « ee eee 
Expenditures for Plant 

and Equipment. . . . 12,465,415 
Shares Outstanding . . . 2,298,170 
Number of Shareholders . . 21,686 
Number of Employees ... . 6,455 


the GLIDDEN company annual report 1957 


is available upon request by writing to The Glidden Company + 980 Union Commerce Building, Cleveland 14, Oho 
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‘'Tve Appointed GUARANTY in My Own Will” 


It is no coincidence that many attorneys believe 
the appointment of a corporate fiduciary is an ad- 


visable step for their clients to take. 


They know far better than laymen that set- 
tling an estate today is an increasingly complicated 
task often calling for a high degree of specialized 
skill, and that managing estates and trust funds 
demands the 


investment know ledge, seasoned 


GUARANTY 


TRUST COMPANY OF NEW YORK 


Capital Funds in excess of $400,000,000 
140 BROADWAY 

FIFTH AVENUE AT 44th ST. 
MADISON AVENUE AT G6GOth ST. 

40 ROCKEFELLER PLAZA 





Member Federal Deposit Insurance Corporation 


VEMBER 1957 


judgment, and personal interest provided by those 


who have made a career of personal trust work. 


They appreciate other advantages, too: 


| , 
the assurance of Guaranty s permanent and 


continuing financial responsibility. 
our impartial objectivity. 


the fact that we are constantly available, and have 
the time and the facilities to administer an estate 


or trust however large or complex. 


If you have not yet appointed a trust company 
in your own will, one of our trust officers will be 
happy to discuss the matter with you for yourself 


and your clients. 
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The Attorney 
and 
His Bank 











Most attorneys know from actual experience the trust 


services in which The Hanover Bank excels. 


But how many law firms and their partners are 
familiar with the complete banking services The 


Hanover offers them? 


We welcome banking accounts from you, your firm 


and your clients. 


THE 
HANOVER 
| BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Western Regional Trust Conference 


Re eer te eee Highlights 1080 


Management of assets, pensions and investments featured 


When Should a Trust End? 


PE ae ee PD R. C. Short 1084 


Forced termination at stated ages undesirable 


Estate Planning as a Sales Tool 


eS ee, Se eee Thoburn Mills 1085 


Specific illustrations of family and business planning 


“From Peter to Paul” 


POS AER a Austin Fleming 1089 


Income and principal adjustments where administration expenses are 


used as income tax deductions 


Management of Real Property 


PIO cP. OEE C. H. Olswang 1095 


Program for servicing realty in trusts and estates 


Who Should Be Property Guardian for a Minor? ... Ward R. Whipple 1125 


Important duties and advantages of a bank 


Branch Trust Offices 


Standard Clauses for Wills 


Final installment of suggested forms 


Standards for operations and autonomy 
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Cover Picture . . . The Grace Line’s S.S. 
Santa Isabel entering the harbor of Antofa- 
gasta, northern metropolis of the Republic 
of Chile. The port is strategically positioned 
in relation to Chile’s vast mineral resources 
of copper and nitrates, and is Chile’s lead- 
ing export center for copper and a principal 
port of entry. Approximately one half of all 
Bolivian exports and imports pass through 
Antofagasta, and the city provides direct 
trading access to western Argentina via the 
Transandean Railroad completed in 1948. 
. . . The Grace Line is one division of W. 
R. Grece & Co. which, J. Peter Grace said 
recently, “has been happily and successfully 
engaged in diversified enterprises in the 
Americas for over a century ... U. S. 
chemical industries represent the greater 
portion of our business. But Latin America 
is our first love . . . we will always be dedi- 
cated to the development and prosperity 
of Latin America.” Trusts and Estates’ re- 
cent Investment Seminar luncheon with 
officers of this Company is reported on 
page 1076. 

Photo Courtesy Grace Line 








Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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English Corporate Trustee Practice 


In his address to the American Bar 
Association in London, as reported on 
page 854 in the issue of TRUSTS AND 
Estates for September 1957, Mr. Ed- 
ward T. George in referring to English 
Trust Corporations makes some state- 
ments which are so misleading that I 
would ask your indulgence to correct 
what, judging from your editorial foot- 
notes, must have created an entirely 
false impression as to the responsibility 
of an English Trust Corporation and 
the extent of business carried on in this 
field by the banks over here. 

Mr. George’s first comment is “They 
show here a complete lack of imagina- 
tion with regard to investment policy. 
There are some examples of testators 
having portfolios of first class indus- 
trial securities which are sold and con- 
verted into gilt-edged securities.” 

The Banks here when acting as trus- 
tees are fully alive to the requirements 
of a sound investment policy and main- 
tain efficient investment departments 
and statistical services. Provided they 
are given the necessary power by the 
Will or Settlement they have no hesi- 
tation in using their powers in the best 
interest of the trust. In fact for many 
years now a policy has been adopted in 
appropriate cases of investing a large 
proportion of the fund in equity stocks. 
Considerable time and effort have been 
expended in devising schemes for 
widening investment powers in individ- 
ual cases so that full advantage can 
be taken of changing conditions. 

English law imposes a very strict, 
responsibility on trustees as to the type 
of investment which trustees are per- 
mitted to hold. Broadly speaking un- 
less the Will or Settlement gives them 
extended powers to retain the existing 
holdings and to invest in a wide range 
of investment, trustees are under a legal 
duty to realize all investments which 

(Continued on page 1158) 
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THE MAZE OF DIVERSIFICATION known as 
W. R. Grace & Co. turned into a most log- 
ical pattern of complementary activities 
and gave the trust investment experts at- 
tending the 7th luncheon-seminar in the 
series sponsored by Trusts and Estates a 
new view of economic or geographic diversi- 
fication in addition to that ordinarily 
given only by products. The discussion 
of this modern merchant-banking-shipping- 
manufacturing house is reported at p. 
1076. 





WHILE THE WESTERN TRUST CONFERENCE dis- 
cussed the perennial problems of the busi- 
ness and kept one ear open for World 
Series ball-game scores, another World 
Series was going on overhead. The Russian- 
made satellite Sputnik was circling the 
earth, starting a chain of events so un- 
precedented that no speaker even attempted 
commentary. Nero had his fiddle but civil- 
ization has improved to such a high degree 
that we no longer bother with musical 
accompaniment to the great events of his- 
tory—other than that coming over the 
Hi-Fi or TV. The bad behavior of the Stock 
Market also put a damper on the meeting, 
quite noticeable in the Investment panel 
session, the most favorable note of agree- 
ment of which was that there was little 
Similarity to the 1929 economy. Highlights 
are reported at p. 1080. 


THE FINAL INSTALLMENT OF "STANDARD 
CLAUSES FOR WILLS" appears in this issue 
(pe 1153). Selected chapters from the 
forthcoming book by Ralph R. Neuhoff have 
been published in each issue during 1957. 


FORCED TERMINATION OF A TRUST AT A 
STATED age of the beneficiary ought to be 
the exception instead of the rule in 
drafting instruments, says R. C. Short (p. 
1084). The customary provision, where the 
trustor desires partial or complete dis- 
tribution at a specified age or ages, com- 
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pels such payout by the trustee. Yet, 7 
there are many reasons why the trust should 
continue or the beneficiary may wish it 

so. Preferable, according to the author, 

is a provision giving the beneficiary the 
choice of drawing down some or all of the 
capital at given intervals. 





GROSS EARNINGS OF NATIONAL BANK TRUST 
DEPARTMENTS reached a new high of $116,- 
845,000 in 1956 ($103,033,000 in 1955) 
Comptroller of the Currency Gidney reports. 
Trust assets rose to $39,000,150,658 in 
1956 compared to $37,187,830,514 the 
previous year. Investment proportions 61% 
bonds, 26% stocks) varied less than one 
per cent from 1955 (But note that many 
banks use nominal $l. per share valua- 
ations)....The total assets of the 1,486 
national banks administering trusts repre- 
sented $93.3 billion (80%) of the $117.7 
billion total assets for all 4,659 na- 
tional banks. Report is Summarized on 
p.- 1074. 








DIP, DIVE; SLIP, SLUMP? How far are we 
the masters of our economic Fate? We may 
expect answers to that question from three 
sources fairly soon: the monetary via 
loosening of any over-tight reins, the 
governmental via defense and other spend- 
ing stimulants and the most important 
economically and psychologically — the 
consumer — via new auto and Christmas buy- 
ing. It will take a good demand to reverse 
the trend and reduce inventories that are 
clogging some lines and slowing up produc- 
tion and capital investment. From the Bus- 
iness Advisory Council of the Commerce De- 
partment, the annual Boston Conference on 
Distribution, leading economists, indus- 
trialists and retailers the concensus is 
that the easing of some business bar- 
ometers is a salutary readjustment to the 
pell-mell pace and a desirable breathing 
spell, rather than the first act in an 
economic melodrama. BAC members were al- 
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most unanimous in viewing the market re- 
cession as "timely, if not actually over- 
due," and Arthur Babson, though citing 
dependence on public "confidence" to keep 
'58 business only moderately below '57 
sees the long term as a "practically lim- 
itless field of opportunity." 


CRYSTAL-BALL MARKET FORECAST: It will be 
popular to preach caution and call atten- 
tion to the declines in certain business 
activities until well after the tide has 
changed again. Many of the current crop of 
pessimists can be identified, however, as 
optimists when the D-J industrial average 
was over 500. "Is this the time to buy 
stocks?" is the prize conundrum today, 
but aS one astute trust investor remarked: 
"We invest most funds with an eye on the 
company and industry horizon, not on the 
brambles or sylvan glens at our feet. If 
those particular horizons change we re- 
view our position and may shift to another 
field, but if we don't have faith in the 
U.S.A. we Shouldn't be in business."..... 
Discussion brought out some points seldom 
mentioned: much of America's production is 
based on needs geared to five, ten or more 
years ahead and requiring that time to 
prepare equipment or goods; and we should 
get more efficiency and economy from 
record capital expenditures of the past 
two years or so. Also, disemployment of 
submarginal workers should result in bet- 
ter productivity. We will do better in 
the long run without the whipped-cream 
topping on the business dessert. 





‘THE NEW FRONTIER’ 





Canfield in The Newark News 


NOVEMBER 1957 


A $2.5 BILLION TRUST FUND is proposed by 
the U.S. Government via Attorney General 
Brownell, under which 63 million shares of 
stock in General Motors Corp. now owned by 
E. I. duPont would be transferred from its 
control to trustees appointed by the Dis- 
trict Court. The proposal, based ona 
Supreme Court decision that such stock- 
holding violates anti-trust principles, 
was designed to "avoid any undue impact 
on the market for G.M. or duPont stock" 
and provide for the suggested ten-year 
stretch out in market disposal. 


MAKING FRIENDS WITH INVESTORS is easy 
for any trustee, attorney, insurance man 
or other estate or investment adviser, 
through the medium of the local Investment 
Clubs of which there are over 10,000 (see 
Oct. p. 1001). Their professional guidance 
and judgment can be of most practical 
benefit in this mushrooming movement, not 
only for advice on organization, taxation 
and investment analysis, but perhaps more 
importantly to keep them from over-zealous- 
ness and delusions regarding investment 
that might sour their taste for business 
management as well as equity investment 
if, as amateurs, they expect the impo.- 
sible. Many banks now act as custodians — 
with or without nominal charge to the 
local Clubs — and trust investment offi- 
cers are in much demand, if not as mem- 
bers then as advisers and "back-up team." 
Every Club should have a safe deposit box, 
but it is not in the physical or clerical 
as much as the psychological area that 
professional investors can do the most 
good. And for all these groups, the mem- 
bers of such Club promise some of the most 
promising of tomorrow's customers. 


NATIONAL CHARTERS FOR SAVINGS BANKS and 
substitution of the "Prudent Man Rule" of 
investment for the "legal" list are among 
proposals made by New York savings bankers 
to their national association. Federal 
charters would be given to new banks or 
those converting from state savings or 
federal savings and loan charters. Other 
proposals of the committee are: branch 
privileges similar to commercial banks, 
issuance of debentures with preferential 
rates, permission to sell life insurance 
in states now allowing such sales. No men-=- 
tion was made of allowing such institu- 
tions to engage in fiduciary services, as 
has been proposed by some savings bank 
spokesmen. 
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NATIONAL TRUST EARNINGS, ASSETS UP 


RUST DEPARTMENT GROSS INCOME 

for national banks reached another 
new high of $116,845,000 in 1956, com- 
pared to $103,033,000 in 1955, accord- 
ing to the recently released report of 
the Comptroller of the Currency, Ray M. 
Gidney. Aggregate trust assets also 
gained, rising from $37,187,830,514 in 
1955 to $39,000,150,658 in 1956. Of this 
total $27,882,520,994 represented invest- 
ments compared to $25,881,701,763 the 





CLASSIFICATION OF TRUST 














INVESTMENTS 

Type Amount Per Cent 
Bonds -.................... $17,085,128,680 61.27 
COS) ee 7,441,369,670 26.69 
Real Estates 

Mortgages __... 1,252,651,067 4.49 
Real Estate _....... 1,053,001,357 3.78 
Miscellaneous ___. 1,050,370,220 3.77 
Total $27 882,520,994 100.00 





previous year. Aggregate amounts in 
time deposits, demand deposits, and 
other assets showed little change. 

The number of accounts increased in 
all three categories — living trusts mov- 
ing from 112,073 to 123,278, court ac- 
counts from 102,310 to 108,713, and 
agency, escrow, custodian, etc. from 
74,832 to 79,327. This last group, plus 
corporate accounts, represented $24.,- 
123,000,000 of the total liabilities in 
1956 and $24,348,000,000 in 1955. 

Percentagewise, liabilities were dis- 
tributed 24% in living trusts (22% in 


1955), 13% in court trusts (13% in 
1955), 53% in agency, escrow, cus- 
todianship type accounts (54% in 1955) 
and 10% in all other accounts (11% 
in 1955). 

The proportion of investments in 
bonds (61.27%), stocks (26.29%), real 
estate mortgages (4.49%), real estate 
(3.78%) and miscellaneous (3.77%) 
varied less than one per cent from ihe 
corresponding figures for 1955. Ten 
years ago bonds represented 66.44% 
and stocks 24.82%. 

Of the 1,722 national banks with trust 
powers 236 were not administering 
trusts. The 1,486 banks administering 
trusts (1,507 ten years ago) had iotal 
assets of $95.3 billion of the $117.7 bil- 
lion total for all national banks. In the 
previous year there were 1,727 national 
banks with trust powers of which 247 
were not administering trusts and the 
remaining 1,480 had iotal assets of 
$93.7 billion. As to the total trust. lia- 
bilities of over $39 billion, 29.4% was 
held in the Chicago Federal Reserve 
District (33% in 1955), 14.4% in the 
Cleveland District (14% in 1955), 
11.5% in the San Francisco District 
(10.6% in 1955) and less than ten per 
cent in any of the other districts (same 
irue of 1955). 

The Comptroller reported 72 trust de- 
partments in branches of national banks 
compared with 64 a year earlier. There 
were 130 Common Trust Funds in 


operation in 104 national banks at the 
end of 1956 compared with 105 such 
funds in 94 banks at the previous year- 
end. 

The form for reporting examinations 
of trust departments of national banks 
has been revised to reflect comprehen- 
sive information on pension, profit shar- 
ing and other employee benefit trusts 
which continue to represent a substan- 
tial and increasing part of fiduciary 





TRUST ASSETS 


Investments _........_.....-...---..-.$27,882,520,994, 
dame Deposits. —.._._____.___ 536,137,996 
Demand Deposits —. 1,095,165,125 


Other Acsete* (9B 326,543 


POU _....-.-----$39,000,150,658 


*Ed Note: Largely agency, escrow, custodian 


and corporate accounts. Some banks report these 
under ‘‘investments,”’ others under ‘other assets.” 





business. The information sought will 
largely parallel that currently being ob- 
tained by the Board of Governors of 
the Federal Reserve System from State 
member banks. The Comptroller said 
that national banks are following sound 
policies in the investment of retirement 
funds and observed that his office is 
opposed to placing stock of an employer 
national bank in a pension trust for its 
employees, beyond a limited proportion, 
“because of the belief that the em- 
ployee pensions should not be in im- 
(Continued on page 1143) 





FIDUCIARY ACTIVITIES OF 





NATIONAL BANKS BY FEDERAL 
A TEN YEAR COMPARISON 


(money figures in millions) * 


RESERVE DISTRICTS 











g 
25 : 2 3 . 

: zt : : ; 5 : S 

a £8 = 3 = le | S's 

= = 3 s $ ~ ™ 8 os 

Bs = ~~ ~ ct Z s 3S 

$3 pe a = 5 a 33 

2s $f s é sé 28 & & 

SS SS SSS SSS a= 
1956 1946 1956 1946 1956 1946 1956 1946 1956 1956 1946 

IEEE A 145 169 6,260 4,417 7,914 6,206 $1,330 $1,229 $1,739 $9 $ 4 
i Se 238 3,588 5,520 8,553 8,796 863 1,829 1,006 9 10 
a 225 7,776 8,292 17,128 16,465 615 481 191 4 2 
108 10,613 10,938 12,921 10,255 3,022 2,080 2,078 14 1 
0 ee 138 126 7,660 5,084 11,085 5,592 843 711 935 7 2 
Atlanta 116 93 7,424 4,552 6,137 3,598 959 1,038 1,738 7 2 
ee 191 46,036 26,474 14,928 7,587 2,616 6,222 8,189 26 1] 
> 2 91 2,884 2,145 3,805 2,508 284 182 134 2 8 
NT ee TO 49 46 3,525 2,466 4,569 2,703 382 1,141 1,231 4 2 
ESSE ne , 106 98 6,118 3,508 3,765 3,941 602 895 1,379 5 2 
ay eR 91 64 6,822 3,071 2,715 527 818 374 247 6 J 
ees a 43 58 14,572 11,471 15,193 7,750 2,419 1,670 1,763 23 10 
a sin 1,486 1,507 123,278 87,938 108,713 75,928 $14,665 $17,852 $20,630 $117 $ 50 


*Columns will not total because of rounding. 


1074 


TRUSTS AND ESTATES 




















ar- 
ons 
aks 
en- 
ar- 
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ah Financial services for 
994 * 
996 acting as 
125 
ase FIDUCIARIES 
658 
dian 
chese 
ets.” 
will An individual acting as Executor, Administrator, 
ob- Trustee or Guardian — as well as his Counselor, 
of Accountant or Advisor—benefits by our unusually 
tate experienced services to fiduciaries. 
said : . ‘ 
ms d When a Fiduciary appoints Bankers Trust as Cus- 
sail todian or Agent, the worry and details of property 
: management and the exacting demands of record 
> Is ° ay . 
' keeping are eliminated. All of these services are 
yyer ° ° ° 
sts available, in whole or in part, as may be most helpful. 
ion, 
pnd Safekeeping of Securities 
im- Collections of Dividends and Interest 
Handling of Security Sales and Purchases 
a Stock Transfers 
Investment Advisory Service 
Maintenance of Complete Estate, Trust 
and Income Tax Records 
Real Estate Management and Mortgage Servicing 
Depositary under Court Order 
For prompt personal attention and full information, 
simply write or telephone our Trust Department. 
We shall be glad to send a printed outline of the 
_— services we render as agent for individual executors. 
[946 
4 
10 
z 
4 
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M BANKERS TRUST 
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16 Wall Street, New York 15, N. Y. 
REctor 2-8900 
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ATERFRONTS AND SHIPS HAVE 

held a fascination, for young and 
old. But a businessman’s or investor’s 
interest really rises when they spell 
profits, profits derived not only from 
the transportation but from the manu- 
facture, packaging, trading and financ- 
ing of a variety, at first blush, of seem- 
ingly unrelated activities. 

That is what has developed out of a 
ship chandlery business operated by an 
Irish immigrant named W. R. Grace 103 
years ago in Callao, Peru, and the com- 
modity trading and carrying that the 
chandlery generated, until today the 
company is diversified both industrially 
and geographically in 26 countries. But 
through this diversification—with one 
possible exception—runs a purposeful 
and logical relationship that investiga- 
tion shows to have resulted in an un- 
usual coordination of resources, proces- 
ses, distribution, and managerial and 
technical skills. 

W. R. Grace & Company’s house flag 
had been seen on the seven seas for a 
century, and in foreign trade it was 
known as a modern prototype of the 
old Florentine and London merchant- 
banking houses. But it was the full-scale 
entry into the chemical field through 
purchase of Dewey & Almy and Davison 
Chemical companies, and the listing of 
its stock on the Big Board in 1953 that 
had the real impact on the investment 
world. The list of stockholders has 
grown from 3,000 in 1951 to over 
25,000, partly due to these mergers. 

Total sales are nearing the half-bil- 
lion mark: $438 million in °56, and the 
overall trend continues upward. Al- 
though less than one quarter of sales 
came from the Latin American enter- 
prises, more of the cane, cotton and 
other agricultural products are finding 
their way into refining processes built to 
give wider outlets to basic raw materials. 
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Complementary Operations with 
ECONOMIC DIVERSIFICATION 


TRUSTS AND EstTaTEs 6th INVESTMENT SEMINAR 
New York City — Oct. 23, 1957 


A Strupy or CHEmIcALS & LATIN-AMERICAN BUSINESS 


with Fevix E. Larkin, Vice President 
Puitie Watsn, Asst. Vice President 
and KENNETH LAWDER, Treasurer 


W. R. GRACE & CO. 





Panel Members: 
Dominick Infantino, 
City Bank Farmers Trust Co. 
Carl Muller, 
Irving Trust Co. 
Charles Leider, 
Chase Manhattan Bank 
John Riddell, 
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Interdependent Operations 


There is an extremely interesting 
pattern of corporate and economic in- 
terdependence in Grace’s diversification 
that gives it a consistency of purpose 
that is often obscured by the unortho- 
dox variety or range of activities. This 





The 10,000 acre sugar plantation and industrial community of Paramonga, Peru, where 


is somewhat the result of a hundred 
years of adaptation to the peculiarities 
of a newer continent where the indus- 
trial revolution is not yet a fait accompli, 
where one must generate one’s own mar- 
ket and a sizeable middleclass is thus 
still in the making. 

Grace has accentuated the develop- 
ment of the internal economies of the 
various Latin American countries in 
which it operates. In tracing the histori- 
cal highlights the company officials re- 
called that merchandising and banking, 
transport, and later manufacturing fa- 
cilities were organized simply because 
they were needed to fill the trade pipe- 
line and get goods to market and con- 
sumer as well as to port where a Grace 
clipper awaited cargo, after having dis- 
charged manufactured products, includ- 
ing many for which the company acted 
as agent along the West coast of South 
and Central America and Europe. 

This self-feeding or corporate Do-It- 
Yourself program is lucidly portrayed 


% 


refined sugar, bagasse paper, caustic soda, chlorine and industrial alcohol are manufaciur 
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by the operations originating at the 
sugar estates of Cartavio and Paramon- 
ga in Peru, which make important con- 
tributions to the economy of that coun- 
try in employment and foreign trade 
balances. More important, the first suc- 
cessful—and_profitable—mill for con- 
version of bagasse to paper started op- 
eration in 1939. This sugarcane waste 
product process, and the research find- 
ings in “alloying” and preparation of 
pulp and bagasse paper (for greater 
strength) have opened a major avenue 
for expansion for both the company 
and country. 


Economie Balancing 


It is natural to find greater invest- 
ment and advance of activities in Peru 
not only because it is there the company 
got its start but also because the several 
important raw materials have enabled 
the economy and industry to grow to- 
gether. Most Latin American nations 
still have the difficulties of over-reliance 
on a one-crop economy. 

This condition brought about the 
other principle of diversification fol- 
lowed by Grace: Geographical and 
therefore Political. Monetary inflation 
in some of these countries, political in- 
stability in others and sporadic fluctua- 
tions in demand—or price—for sugar, 
cotton, beef and coffee or tin and cop- 
per, fortunately do not coincide too 
closely and tend to offset each other. 
And by being so close to the basic wel- 
fare of the people in each country, with 
the know-how and facilities to process, 
transport and trade goods that are need- 
ed daily, the company can better ride 
out local storms. This geographical di- 
versification has been a good economic 
stabilizer. 

The fact that the organization started 
in South America and that some sub- 
stantial interests have come into the 
hands of many _ influential citizens 
through several generations, has doubt- 
less been a stabilizing factor, along with 
the practice of hiring managerial as 
well as general staff and labor locally 
and giving international training facili- 
ties to promising young men. 


Labor Climates 


Faced with a still developing Conti- 
nent, much of it in tropical latitudes 
that favored plant and animal life more 
than it did man, much effort has had 
to be expended in clearing land and 
preserving health. While almost the en- 
ture United States lies between latitudes 
23-45° the great bulk of South America 
ies between the Equator and 25°. 
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But while industrial labor is of rather 
recent growth there, it has not lacked 
for organizers, U. S. unions bringing 
some north for training in our tech- 
niques. Starting from the lower income 
levels of non-industrialized countries, 
the worker has often been impatient to 
make up for lost time, and appeals to 
government for “social benefit” laws 
and largesse, with perennial wage in- 
crease pressures feeding the inflationary 
fires that burn here—as they do in most 
countries. 

Here again was a parallel with north. 
ern neighbors: only through economic 
education, appreciation of the facts of 
productivity and natural laws can the 
erosions or more catastrophic effects of 
inflation and _ over-reaching demands 
stay in workable balance with supply. 
To convey a brief picture of labor rela- 
tions in the differing “climates” of 
South and Central America is even less 
feasible than for North America, due to 
the added factor of national borders. 


Political and Fiscal Change 


What of the disruptions of political 
revolutions and possible expropriation 


or nationalization of company facili- 
ties? The Grace company officials 
pointed to the century of expansion of 
plant and sales as evidence that even 
under changing administrations the 
governments cooperate with those whose 
payroll and products bring benefits to the 
country. These range all the way from 
generating needed foreign exchange and 
capital development for more efficient and 
economical production of key consumer 
goods, to provision of better health care 
and education—as at the plantation es- 
tates—and technical training. 

Admittedly, the stage of industrial 
development has not gone far enough 
to create an adequate mass market for 
most economical operations in higher- 
price or durable consumer goods, but 
by confining operations to primary 
markets and conversion of by-products 
the company makes its own opportunity 
for profit at sometimes several places 
along the various steps of production 
and distribution. 

If sugar is in poor demand, there may 
be a good market for cement bags and 
other containers made from bagasse, 
and if they are not going well in Peru, 
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COMPANY TRADEMARKS SHOW WIDE DIVERSIFICATION OF ACTIVITIES 
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they may be just what the packer or- 
dered in Cuba and Puerto Rico, where 
new converting plants started up last 
year. Or in Colombia the cane can be 
transformed into candy, chocolate or 
biscuits. 


Sources of Sales 


The company’s occupations are di- 
vided roughly into four main divisions 
with the cash flow indicating the rela- 
tive importance as follows: Chemicals 
45%, South American products 30%, 
Shipping 15-20%, and General Busi- 
ness (in U.S.) 5-10%. As stated to the 
Seminar, there is no set percentage or 
“balance” of activities, expansion being 
directed rather in fields which promise 
profitable operation especially in con- 
junction with present raw materials or 
markets. 

The heavy investment in chemicals in 
the U. S. was made not only in further- 
ance of the policy of geographical di- 
versification but also as the means of 
developing managerial and staff know- 
how for production facilities in Latin 
America. In application of funds, paper 
production has been considered one of 
the best avenues, tying in with both the 
natural increase in population and the 
increasing standard of living and its con- 
commitant of advanced business prac- 
tices and trade control. It also relieves 
Latin American countries of the neces- 
sity for such substantial imports of pulp, 
and this is the more important in view 
of the “explosive” increase foreseen in 
both birthrate and longevity. 

Cotton textiles have lately been more 
headache than earning asset in Peru 
and Chile, as they have throughout the 
world, but corrective measures are be- 
ginning to take effect in this important 
field in South America, where some 
15% of the company’s capital is em- 
ployed. The anti-inflationary credit con- 
trols that adversely affected some of the 
South American trade also affected the 
paint, sugar refining and edible oil 
business in Chile in °56 but these sales 
have again improved. 


North-South Expansion 


The chemical products constitute the 
largest segment of W. R. Grace & Co. 
operations (36% last year), and show 
excellent promise in several directions, 
with just over half the assets now in- 
vested in the States. It is in the Latin 
American fields that the philosophies 
and practices of the Grace company 
have been worked out and will appar- 
ently continue to distinguish this com- 
pany as it continues to identify itself 
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with the industrial revolution there and 
make the most of the consequent up- 
surge in North-South commerce by ex- 
pansion in both hemispheres. The big 
factor seems to be the control of finan- 
cial or inflationary crises that have here- 
tofore been the result of one-crop econo- 
mies without adequate inter-trade free- 
dom, and are threatened by labor de- 
mands beyond the competitive and still 
low-income markets. 

The severity of the growing pains 
varies widely, and gets a large play in 
the U. S. press, which in itself is recog- 
nition of the rising importance of our 
Southern neighbors. Colombia, for ex- 
ample, is showing good economic and 
political strength and promise. Bolivia. 
should oil possibilities be realized, 
would blossom very rapidly; it has 
shown political courage in having had 
no revolt since 1952 where before they 
had been perennial. 

Grace interests in South America 
have been almost wholly identified with 
the West coast, largely because of an 
untimely and quite unprofitable experi- 
ence with rubber extraction in Brazil, 
but company officials also frankly ad- 
mit that they “missed the boat” in not 
recognizing the potential prosperity that 
oil discoveries were to bring to Vene- 
zuela. Not to repeat this oversight, the 
company recently established operations 
in Brazil where the earmarks of indus- 
trial expansion are varied and marked. 
In the chemical field it has started man- 
ufacture of DDT, solvents and deter- 
gents in conjunction with a German 
concern (Farbwerke-Hoechst), and the 
metal field via working arrangements 
with another firm in magnet alloys pro- 
duction, both in Sao Paulo. Another 
joint venture is the paint manufacturing 





plant constructed in Ecuador in part- 


nership with Glidden Co. 


Ship and Air Transport 


The large fleet of Grace Line cargo 
and passenger ships has proven a ma- 
jor and a profitable business and it is 
expected to make up the losses incurred 
in the early °57 strike. 

In this connection it was interesting 
to learn that Grace Line was the first to 
start a definite program of research, 
undertaken to find better ways of hand. 
ling, packing and protecting goods, as 
the largest single cost of shipping (some 
15“) is in the loading and unloading of 
cargo. Improved methods here can also 
cut the turnaround time in port and 
make for more ship paydays. 

The revenues of Panagra airlines 
(jointly owned Pan American 
World Airways) have also increased 
very substantially through three dec- 
ades, with a fleet of Douglas DC-8s on 
order for 1960 operation, as routes and 
passenger are extended over 
mountain and ocean routes that favor 
air travel. While Pan American is op- 
posing extension of the jointly run 
Panagra to New York and the West 
Coast, it was pointed out that the eff- 
cient operations and earnings told the 
story. With revenue passenger miles up 
5% to 172 million and cargo ton-miles 
up 50% to 4 million in ’56 and both 
headed for new records, the last year’s 
net profit (to Grace & Co.) of $1.4 mil- 
lion should be increased this year on 
the operating phase and not far below 
the $919,000 realized from aircraft 
lease and capital gains in °56. 
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The parent company owns 79% of the 
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Charles Evers Painting: Trade Builder at Work 


Grace Line ship in a Chilean port. 
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Hl Automation helps offset rising costs 
hand. of natural gas operations 
Is, as J 
some 
ng of This man and his pushbuttons help control 
. ine the flow of natural gas from remote fields to 
3,000,000 households—each using, on the 
or average, 70% more gas than it did a decade ago. 
- . Automation contributes immeasurably to the 
3s on efficient and economic operation of the 
pone : | Columbia Gas System. Microwave, radio, 
favor telemetering equipment, remote controls for 
' be! regulators and compressor stations, and giant 
West electronic computers are some of the modern 
4 = instruments being used in the System. Other 
es up machines automatically prepare payrolls, 
= T dividend checks, and customers’ bills. 
oe Columbia has put the modern miracle of 
iron automation to work for the more efficient 
— distribution of the modern miracle fuel . . . 
natural gas. 
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THE COLUMBIA" 
| SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 





CHARLESTON GROUP: United F uel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural Gas Company, 
— - Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company , 
ITTSBURGH GROUP: The Manufacturers Lightand Heat Company, Columbia Gas of New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 
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HIGHLIGHTS OF ADDRESSES AND INVESTMENT PANEL 


REPORT OF 31st REGIONAL MEETING 
by Special Correspondent from Portland, Oregon 


W. THE SCORE OF THE DECIDING 
game of the World Series 0-0 at 
the top of the third inning, the 3lst 
Western Regional Trust conference was 
convened at the Multnomah hotel in 
Portland, Oregon, October 10. 

Of course nobody knew, when the 
dates for this conference were set, that 
such a crucial competing event would 
be on stage. But when the conference 
doors were shut, cutting off the sound 
from the three television sets going in 
the lobby below, less than 10 of the 
175 registered delegates were absent. 

Another incident of this October 10 
which the planners of this conference 
could not have foreseen, but which had 
its effect in some of the discussions, 
was a break in the stock market which 
cut $5 billion from quoted values. 

Subsequently, “Twenty-nine,” “1929” 
and similar expressions were heard. Not 
in alarm. It was happenstance of course 
too that one of the speakers billed for 
this day was Herbert Leggett, whose 
chosen subject was “The Wild Blue 
Yonder—or Who is Doing What to 
Whom?”. His subject proved to be that 
economic and financial prophets are 
false and phonies, and he used quotes 
from them in the years 1929 and 1930 
to prove his point. But more about 
Economist Leggett and his talk a little 
further on. 

Thoburn Mills, vice president and 
trust officer, National City bank of 
Cleveland, kicked off the conference 
with a discussion of “Relations with 
People—Our Selling Job.” 

Since so many people don’t know 
they need trust services, he advocated 
using every means to get the informa- 
tion out—except national advertising. 
He drew the line there because in his 
opinion _ trust departments vary too 
much; besides, they compete. And a 
national advertising campaign might 
create the impression that trust institu- 
tions were a combine. Mr. Mills also 
discussed a number of estate planning 
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Herbert Leggett, vice president and econo- 


mist of Valley National Bank, Phoenix, 

left, with presiding officer of the Western 

Trust Conference, which he- addressed, 

Bradley B. Brown, vice president and senior 

trust officer, American Trust Co., San 
Francisco. 





techniques, which are set forth at page 
1085. 

Joseph H. Wolfe, deputy manager of 
the association, reassured the delegates 
of the “Value of Trust Conferences.” 
Under the headings of Education, a 
Sounding board for new ideas, Inspira- 
tion of trustmen to cooporate, Personal 
contacts, Testing ground for leadership, 
and New business benefits to local in- 
stitutions, he explained the advantages 
of these meetings. 


Jet-Age 


Delegates were then treated to a 
change of pace, with a discussion of 
“The Jet Age” by Clyde Skeen, control- 
ler of Boeing Airplane Company, sched- 
uled as the speaker; but as Mr. Skeen 
was away with other top Boeing man- 
agement on problems created by cut- 
backs and slow-downs in defense spend- 
ing—while the Russian satellite went 
round and round— the speech was read 
by his assistant Harold W. Haynes. 

Mr. Skeen has visions for the jet 
comparable only to the visions which 
Henry Ford had for the model T: “This 
new concept in transportation will have 
widespread effects upon the economic, 
civic, and social life of the nation and 


the world, comparable to the effect of 
railroads and automobiles in their day.” 
Not merely dawn -to-dusk flights 
across the continent, or breakfast in 
London—dinner in New York trips, but 
jet flights from Newark to Hoboken, 
from suburb to office, were envisioned 
—a mass jet-transportation system. 
Mr. Skeen didn’t know just how or 
when this would come to pass, but 
there’s a tremendous amount of busi- 
ness in the short haul, and when this 
business takes to the air, there'll be a 
lot of new services and devices needed. 
A lot of fortunes will be made, and the 
banks and their trust departments can 
expect to share in the work, the re- 
sponsibility, and the “pay-load.” 


Jet-wise, Mr. Skeen predicted the 
United States will lead the world, and 
Boeing, naturally, will lead in_ the 


United States. Significantly, he said 
transport by jet will be no more ex- 
pensive than transport now by prop 
planes, and two jet planes will be able 
to carry as many passengers across the 
ocean in a year as one big surface liner. 

Boeing has the first American com- 
mercial jet on order, the Boeing 707 
prototype which has been flying for 
three years, and in which Boeing in- 
vested $16 million before getting hint 
of any return. 


Economic Prophets 


Attendance was 100 per cent at the 
afternoon Investment panel session with 
Richard Kwapil, First National Bank of 
Nevada as moderator. Also it was said 
that the speaker Herbert Leggett of 
Valley National Bank in Phoenix, would 
have arresting things to say. 

Mr. Leggett, listed as a vice presicent 
and describing himself as an economist, 
did not disappoint. 

Speaking from the cuff, (but a cuff 
which obviously, if figuratively, was 
covered with notes) Mr. Leggett lit into 
the prophets, both minor and majo!, 
in the financial and business world and 
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caused a sharp drop in the price of 
sacred cows. 

Trying to look into the future, he 
said, is both impossible and irresistible. 
In this business, mankind has appar- 
ently come full turn since the dawn of 
history. With primitive man the proph- 
ets ran things. Eventually with books 
and records to consult, people got wise 
to the medicine men and _ prophets, 
scoffed them away. But now apparently 
they are back, wearing the name Econ- 
omists. 

Possibly their worst feature, Mr. 
Leggett opined, is their unwritten law 
never to be pessimistic—he was speak- 
ing of course of those who write or 
speak for publication. This is one of 
the reasons, he insisted, why they are 
phonies and a fraud. 

With obvious relish, Mr. Leggett 
went back to September-October 1929 
et sequentia, and quoted from the lead- 
ing economic writers, publications and 
interpreters of the day, 
wrong they 


showing how 
(Some of them, he 
noted, are still around doing business 
at the same stand.) 

The trouble is that hope and wishful 
thinking are stronger than logic and 
reasoning. Too, economics is in its in- 
fancy and economics is people; people 
are imponderable and immeasurable. 

Research, he declared, (and the light 
was such this observer could not tell 
whether he had tongue in cheek), 
“shows economists right one-third of 
the time. One could do better by flip- 
ping a coin. And they are right for the 
wrong reasons.” In the same light, the 
speaker declared that an eminent re- 
searcher has found that for the time 
since records have been kept the eco- 
nomic level of the nation has coincided 
with the water level in Lake Ontario. 
Mr. Leggett took that to be as good an 
index as any. 

David Lawrence, Business Week, 
Vewsweek, Research Institute of Amer- 
ica, Standard Statistics, Roger Babson 


were. 








“I'm going to explain all this to you 
only once, so listen carefully... !” 
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were some of the prophets noted for 
nearer misses in Mr. Leggett’s book. 

While Mr. Leggett appeared intent 
on stinging rather than wounding, two 
points he drove in hard: 1. the business 
cycle has not been eliminated; 2. a de- 
pression is not impossible. “Inevitable” 
and “Impossible” he declared are words 
an intelligent person never uses. The 
Federal Reserve was established 45 
years ago, he said, to stabilize the busi- 
ness cycle but the swings have been 
greater since than before. 

His parting advice to the trust ofhi- 
cers was: “take the advisory services 
you receive and deposit them in the 


nearest receptacle without reading so 
they will not do you any harm. Ignore 
economic forecasts. Use your own judg- 
ment, the economic cycle is running its 
course as it always has.” 


Investment Panel 


That Mr. Leggett’s words, delivered 
often in light vein, lingered on in the 
minds of his listeners was evident in 
the panel discussion which followed. 

On the panel were Robert H. Cham- 
berlain, manager, Brown Brothers, 
Harriman & Co., New York; H. P. 
Dolson, vice president, First National 


Bank of Portland; Paul A. Pflueger, Jr., 
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They Played Dvorak At Their Birth 


On October 24, 1919, the Los Angeles Philharmonic Orchestra 
was born. The debut was in old Trinity Auditorium, Grand near 
Eighth in downtown Los Angeles. Walter Henry Rothwell 
directed. The first number—appropriately—was Dvorak’s New 
World Symphony. As Maestro Rothwell predicted, it “opened a 
veritable ‘new world’ of art” for the Southland, starting on its 


way an orchestra destined for greatness under the batons of such 


conductor-giants as Klemperer, Wallenstein and today’s 


van Beinum. 

The Philharmonic’s founding 
came 16 years after the establish- 
ment of Security-First National 
Bank’s Trust Department which 
has served more than three 
generations of Southern Cali- 
fornians. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


FOUNDED 1871 


Head Office: Sixth & Spring Sts. 
Telephone MUtual 0211 
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INVESTMENT PANEL AT TRUST CONFERENCE > 





Left to right: Eugene H. Gray, trust officer, The Bank of California N.A., San Francisco; 
Robert H. Chamberlin, manager, Brown. Brothers, Harriman & Co., New York City; 
Paul A. Pflueger, Jr., financial vice president, Title Insurance and Trust Company, Los 


Angeles; H. P. 


Dolson, vice president, 


The First National Bank of Portland, Ore.; 


R. O. Kwapil, vice president and senior trust officer, First National Bank of Nevada, 
Reno, moderator. 





financial vice president, Title Insurance 
and Trust Co., Los Angeles, and Eugene 
H. Gray, trust officer, Bank of Cali- 
fornia N. A., San Francisco. 

The panelists, each invited to make 
a general statement before submitting 
to questions, appeared less inclined to 
forecast than they would have been in 
some other spot than following Mr. 
Leggett. Exception was Mr. Pflueger 
who was asked to discuss the pessimistic 
side of the market. He started off with 


$10 drop in the market as of this very 
day, observed that the anticipated fall 
boom had not come, with steel soft, 
copper riding its low, sulphur price cut, 
heavy crude stocks above ground, an- 
nouncement by Defense Secretary Mc- 
Elroy that defense spending would be 
kept down, profits smaller on larger 
sales, new orders below production, 
(backlog down $3 billion since January 
1). In fine, he wasn’t yet ready to buy 
again stocks for his trusts. 





NATIONAL ASSOCIATION - 





ONE Trust Department 
Serving THREE States 


Only The Bank of California can offer you 
the advantages of an inter-state banking system 
serving all three Pacific Coast states. 


Ancillary administration can be arranged through 
any of our offices in California, Oregon, and 
Washington—and each can draw immediately 

on the experience and facilities of the others. 
You'll find this tri-state ancillary service 
through one contact a definite aid to 

the efficiency of your service. 


THE BANK OF 
CALIFORNIA 


INCORPORATED 1864 


San Francisco 
Berkeley 
Martinez 
Millbrae 
Oakland 
Portland 

San Leandro 
Seattle 
Tacoma 
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Dolson, invited to expound optimis- 
tically, had somewhat less to say. He 
remarked that as there hasn’t been a 
boom, there is consequently no reason 
to expect a bust. Pensioned people, 
strong labor unions, technological ad- 
vances, he viewed as hedges agains! de- 
pression. Further, he was interested in 
some stocks such as International Paper. 
Minneapolis Honeywell, Minnesota Min- 
ing, Alcoa, which, he said, indicated 
that there are good values still to be 
found in the stock market. 

Asked specifically if the situation now 
is comparable or similar to 1929, Pflue- 
ger replied he saw no similarity, Cham- 
berlain said he “did not see it the 
same;” Dolson said, “not the excesses 
now, and Gray said “not likely.” 

A check of the audience showed that 
only a handful, maybe six, believed the 
Dow-Jones averages will be higher next 
year. 

Chamberlain discussed bonds, traced 
the increase in rate of return in 1956 
and °57 (municipal bonds having ad- 
vanced the most from 2.37 to 3.72) 
said bond yield is the best in 25 years, 
and guesstimated that the bond market 
has about reached bottom. Two state- 
ments stood out: (1) 1957 will have 
seen a higher total of new security is- 
sues than ever before; (2) the policy 
of credit restraint has been successful. 

Among questions asked were: 

What to do with Series G bonds? 
Chamberlain suggested to surrender all 
but the short terms, get something with 
better return. This would be especially 
true if there were some gains in the 
trust on other transactions 
would be an offset. 

The panel considered it safe to in- 
vest in some Canadian bonds. 

When a new trust is received which 
is all or nearly all cash, should the trus- 
tee buy stocks now? Pflueger said yes. 
But the panel thought that a third of 
the cash possibly should be in short: 
term treasury bills to be available for 
buying stocks later. 

The panel agreed that no more than 
10% top of a trust should be in any 
one stock. However, if a new trust was 
very heavy in one issue, the trust ofh- 
cer should not feel obligated to sell 
simply to diversify, particularly if that 
stock had been acquired originally at a 
low figure. 

Asked what stocks to buy now, the 
panel mentioned Union Carbide, Her- 
cules Powder, Dow Chemical, Conti- 
nental Can, Crown-Zellerbach, National 
Dairy Products, J. C. Penney, National 

(Continued on page 1151) 
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BUt WHAT ABOUT His family? 


This man carries heavy and 
time-consuming responsibilities 
as chief executive of his com- 
pany. 

Fortunately—for his company 
and himself—he has an organi- 
zation of people with many spe- 
cialized skills, who work as a 
unit under his direction. The 
result is a profitable company— 
and a reasonable distribution of 
cares and responsibilities. 


If you have not arranged qualified management ( 
for your investment and estate affairs, we believe 
that our approach to your problems will interest you. 
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As head of his family, he has equally impor- 
tant duties in shaping their present and 
future financial security. 

But he has not yet delegated these 
responsibilities. 

Fortunately (if he makes use of it) the 
United States Trust Company is waiting to 
work under his direction in this field. Its 
officers and staff have been as carefully 
chosen and trained as the men in his own 
corporation, for experience, ability, knowl- 
edge and integrity. 
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Waren Saoutp A Trust ENp? 


Forced Termination at Stated Age Undesirable 


R. C. SHORT 


Vice President and Trust Officer, The Bank of Virginia, Richmond, Virginia 


LEXIBILITY IN WILLS AND TRUSTS IS 
cece cited as an important 
objective to meet changed circumstances 
or unforeseen contingencies. Yet some of 
the standard clauses in wills and trusts 
have been part of our scenery so long 
that we no longer think about them an- 
alytically but accept them from year to 
year in their customary form. 

One such provision used countless 
times is: “when my children respective- 
ly reach 25 years of age the remaining 
principal of their shares shall be paid 
over to them.” In our trust training 
classes I have repeatedly cautioned our 
trustmen not to “play God” by basing 
their planning on assumed future cir- 
cumstances. If we used a forced termina- 
tion clause, are we not assuming that 
the children will be ready, willing and 
able to accept their shares? Let us con- 
sider a few cases where they might not 


be. 


e Daughter is married to a charm- 
ing but impractical fellow whom she 
dearly loves. She knows his financial 
limitations but would not want to hurt 
his feelings by refusing to let him 
manage her affairs. She is satisfied 
with her trust. Yet the trustee’s 
powers cease when she is 25 and the 
trust must be paid over to her. 

e Daughter is having = marital 
troubles plus in-law troubles and does 
not want cash and securities in her 
own possession. 

e Son is in the Army and stationed 
in Germany. 

e Son may be in the hospital with 
a long convalescence ahead. Possibly 
he may be incompetent to manage his 
own affairs. 

e Daughter may be separated from 
her husband but under the circum- 
stances and the laws of her State of 
residence husband can take against 
her will. 

e The frequent but little recognized 
ease of a beneficiary who likes his 
trust and would be glad to have it 
continue. 


Give Power to Beneficiary 


The simple way to avoid terminating 
a trust under adverse circumstances or 
against the wishes of the beneficiary is 
to place the discretion in the hands of 
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the beneficiary. To do this the draftsman 
would say: “Upon and after each child 
of mine reaching the age of 25 years, he 
or she shall have the right in his or her 
own sole and uncontrolled discretion to 
withdraw the principal of his or her 
share ...” This is usually supplemented 
by a testamentary power of appointment. 
The change from an arbitrary termina- 
tion to placing termination in the bene- 
ficiary’s discretion subtracts nothing at 
all from the beneficiary’s rights, but in- 
stead adds valuable flexibility. 

Trust officers who have used discre- 
tionary termination will testify that the 
beneficiary usually makes a test with- 
drawal when their power starts, to be 
sure it works. Later, he may withdraw 
a larger sum for purchase of a home or 
payment of debts. Some beneficiaries will 
eventually find a business use for the re- 
mainder and make a complete with- 
drawal, while others will continue the 
trust indefinitely. 

Another aspect is that of consistency. 
The majority of our customers have re- 
spect for the intelligence of their wives 
for whom they establish trusts with the 
privilege of withdrawing principal. If a 
45-year-old wife is given the privilege of 
withdrawal, why should a 25-year-old 
daughter be forced to accept principal 
by termination? It may be said that a 
son will need his principal for business 
purposes and under the flexible termina- 
tion method he can take it. If he does not 
need it then he may fall into the same 
pattern as his mother and find the trust 
services convenient and useful. 


Supposed Objections 


Having used discretionary termina- 
tion for many years, I am familiar with 
the objections to it, but never have I 
heard a valid one. The occasional re- 
action of the attorney draftsman is: 
“Why do you want to keep it tied up in 
trust? Why not let the child have his 
money?” This query is difficult to un- 
derstand as it is hardly “tying up” the 
funds to ask a beneficiary to say “Give 
me my money.” 

Another favorite comment is that the 





beneficiary can enter into a living trust 
at the termination date if he or she wants 
to have the trust continue. This would 
be difficult if the beneficiary were out 
of the country, ill, or incompetent. In 
some States, a surviving spouse can 
take against a revocable living trust set 
up by a deceased spouse. It would be 
embarrassing for daughter with a scat- 
terbrained husband to accept the assets 
and then enter into a living trust. Actual 
experience has shown that many times a 
beneficiary accepts the assets in forced 
termination with the idea of entering in- 
to a living trust and is then dissuaded 
by the uninformed or someone with a 
selfish interest. Financially speaking, the 
substitution of a new trust by the bene- 
ficiary involves a sometimes consider- 
able expenditure for a new document, 
and in case assets are invested in a com- 
mon trust fund it results in realization 
of capital gain if the units are trans- 
ferred. 

What of the customer’s desires? We 
must remember always that our business 
is little understood by the average man 
or woman. Our customer may say that 
he wants his son or daughter to have his 
or her principal at 30 years of age, 
meaning that he wants his children to 
have control of the principal at that age. 
It is our job to explain to him that 
there are two ways to accomplish the 


same thing, and in almost every case’ 


when I have done this the customer has 
happily chosen the flexible termination 
at the child’s discretion. 


It is my conclusion that forced termin- 
ation should be directed only to con- 
form to legal limits of duration, and that 
in other cases flexible, discretionary 
termination should be standard practice. 


A A A 


@® The speaker at the November 12 
round-table discussion of the Corporate 
Fiduciaries Association of Boston, Mass., 
was Merrill Anderson, president of Mer- 
rill Anderson Co., New York. His sub- 
ject was “Current Opportunities in Trust 
Advertising.” The Merrill Anderson ©o. 
specializes in bank and trust advertis ng. 
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National Trust Advertising? 


THOBURN MILLS 


= 


sales Loo 


Immediate Past President, Trust Division, American Bankers Association 


Vice President and Trust Officer, National City Bank of Cleveland, Ohio 


HERE HAS BEEN MUCH DISCUSSION 
‘Ta conducting a national advertis- 
ing campaign for banks by the Public 
Relations Council of the American 
Bankers Association. A number of trust- 
men have suggested such a campaign 
for the trust business. In my opinion, 
the arguments against such a campaign 
apply most logically to our business. 

Trust companies differ in important 
ways: individuality as an institution; 
size; volume of business; quality of 
personnel; specialized services; invest- 
ment organization and record of its 
performance; tax services. They also 
differ in markets served, and manage- 
ment policies. 

To the public, representations made 
in a national campaign would apply to 
all institutions alike, yet they are com- 
petitive institutions that attempt to de- 
velop points of superiority in their ser- 
vices and facilities. 

National advertising might give the 
impression that the trust institutions of 
the country work together as a combine 
or “trust” to influence the security 
markets—that our actions are controlled 
by Wall Street. Nothing could be far- 
ther from the truth. Trust institutions 
are highly individual and independent 
business organizations. 

The advertising and development of 
trust services should be handled by each 
trust institution in its own bailiwick. It 
must develop its own individuality, in- 
form the public about trust services in 
its own way, and build its own reputa- 
tion and standing in the community. 


Borrow to Pay Gift Tax 


The estate planning approach is per- 
haps the most effective way of gaining 
the individual’s attention and interest. 
Consider a hypothetical case of an el- 
derly person owning a large estate com- 
posed almost entirely of common stocks 


From address before 31st Western Regional 


Trust Conference, Portland, Ore., October 10, 
1957. 
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having a very low cost basis. This per- 
son has three married children and 
eight grandchildren. Over the years, 
gifts have been made to the children; 
and each of them is doing well in busi- 
ness and is financially well fixed. The 
estate owner is in a very high income 
tax bracket and wishes to minimize ex- 
penses for himself and for his estate. 

An irrevocable trust is recommended 
and prepared by the estate owner’s at- 
torney. A bank is named trustee, and 
the property owner does not retain any 
control over the trust or any possibility 
of reverter. Stocks having the largest 
capital gain are transferred to the trust. 
The trust agreement provides that three 
separate trusts shall be established—one 
for each of the children and his spouse 
or issue. The trustee is given the right 
to sprinkle the income among the bene- 
ficiaries of each trust who need it most, 
any income not so paid out to be added 
to principal at the end of each calendar 
year. (Twelve states do not permit ac- 
cumulation trusts.) The trust is ulti- 
mately distributable to the grandchil- 
dren after the death of their parents and 
after maturity. 

Let’s assume that the donor becomes 
liable for a gift tax in six figures. He 
doesn’t have that kind of cash lying 
around. He has taxfree bonds that he 
wishes to retain, and he doesn’t want 
to sell stocks and incur a large capital 
gain tax obligation as well. He goes to 
your bank and borrows the money. 
using stocks as collateral—being a sub- 
stantial customer, he gets your prime 
rate. He pays the gift tax. What has he 
accomplished ? 

He has reduced his taxable income by 
the amount of income on the donated 
stocks and by the interest he pays on 
the loan. The trustee will pay income 
tax on three separate trusts if the in- 
come is accumulated or the benefici- 
aries who receive income distributions 
will pay the tax—presumably at much 
lower rates than the donor’s. 


He has removed a substantial amount 
of property from his estate at the top 
estate tax brackets if he lives three 
years after establishing the trust. If he 
dies before three years have elapsed and 
the trust property is held to be taxable 
as part of his estate, his estate is re- 
duced by the amount of the collateral 
loan which is a debt of his estate, there- 
by reducing taxes and estate expenses 
on that amount; and the gift tax paid 
is credited on his estate tax bill. 

His stocks take a new cost basis at 
his death and may be sold at that time 
to pay off his collateral loan—avoiding 
the large capital gain tax that would 
have followed a sale during his lifetime. 
If the trust property is taxed as a part 
of his estate, then the stocks in the trust 
acquire a new tax basis also—the value 
in his estate. 


Bonds to Pay Estate Tax 


Consider another possible saving for 
this individual. He would like to have 
a block of government bonds available 
to pay estate taxes at his death; here 
again, he doesn’t want to sell stocks and 
incur a large capital gain tax to raise 
the funds to purchase the bonds. Here, 
tight money comes to his aid. The U. S. 
Government obligations that can be 
turned in at par in the payment of es- 
tate taxes are selling at substantial dis- 
counts due to the changes in interest 
rates. For example, the U. S. Treasury 
214s due 12-15-72/67, now selling at 87. 
could be purchased and turned in at 
100 in payment of estate tax. They 
would be taxable in his estate at 100; 
but, in his case, that would be a tax of 
37 per cent so the net saving would be 
63 per cent of the discount. 

He goes to your bank and makes a 
collateral loan at your prime rate, 
pledging some of his stock and all of 
the bonds purchased, and with the pro- 
ceeds of the loan purchases sufficient of 
those bonds to meet his estimated estate 
taxes. He receives the interest on the 
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FOR YOUR GOLD COINS 





we will pay the following prices.. . 
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of  _az pene me $ 9.00 each 
$ 3 GOLD a Se cack 
$ 2.50 GOLD = =—r—CtCSC#Z3%’ «6.00 each 
$1GO0LD _..... $ 7.50 each 


We are also seeking the following: 
|. $400.00 each 
kane nae Sane $500.00 each 
PROMPT REMITTANCE GUARANTEED 
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send coins direct to... 





123 West 57th Street, New York 19, N. Y. 
JUdson 2-2580 
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Coin Dealers 
Coin Appraisals for Banks, Estates, 
Insurance Companies 
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bonds but deducts the interest paid on 
his loan; and, being in a high income 
tax bracket, the net cost to him is very 
small. And he is supporting the market 
for government bonds, at a time when 
it is unduly depressed. The loan is a 
debt of his estate and will be paid 
after his death by the sale of stocks at 
their new value without any capital 
gain. 


Employee Benefit Trusts 


need for investment 
services is a fertile field just waiting 
for cultivation. and _ welfare 
funds constitute an area of increasing 
usefulness for trust services. The Twen- 
tieth Century Fund estimates that funds 
built up in private business for em- 
ployee retirement benefits aggregate ap- 
proximately $30-billion and are increas- 
ing by about $3.5-billion annually. 
About 45% of the funds set aside to 
finance retirement benefits is placed 
with life insurance companies for fi- 
nancial management, about 50% with 
trust departments, and the remaining 
5% is under direct investment manage- 
ment of the employing corporation. 

Insured plans handled by the trust 
company as trustee afford an excellent 
opportunity to secure trust business 
from the pensioners. In plans that are 
covered by a Group Permanent Con- 
tract, Retirement Income Form, there 
is a real need for a life insurance trust 
by the covered employee if his is a 
substantial participation. At the pen- 
sioner’s death, the policy is broken into 
iis two component parts: 


Labor unions’ 


Pension 


1. Annuity Reserve. That portion of 
the proceeds that represents the an- 
nuity reserve built into the policy in 
increasing amounts each year is ex- 
empt from Federal estate tax if pay- 
able to some one other than to his 
estate. It is subject to income tax if 
paid over a period of years; if the 
proceeds are payable in one year, then 
it is taxable as long term capital gain 
with a zero base. 

2. Life Insurance. That portion of 
the proceeds that represents pure life 
insurance is subject to estate taxes 
the same as any other life insurance 
owned by the insured. There is a de- 
cided advantage to the pensioner to 
set up a life insurance trust and have 
the proceeds of the policy paid to the 
trustee at his death. This minimizes 
his taxes and provides income for his 
family. Usually a pour-over will ac- 
companies such a trust. 


Charitable Foundations 


Properly qualified charitable founda- 
tions are useful tools in estate planning 
and business builders for us. Their in- 
come is exempt from federal income 





tax; contributions to them are free of 
gift tax and estate tax; and the donor 
is permitted a deduction for income tax 
purposes up to 20% of the income of 
an individual donor and 5% of the in- 
come of a corporate donor. 

The owners of large family busi 
nesses may wish to have the business 
continued after their death in the hands 
o: the family, but do not have sufficient 
liquid funds to satisfy estate and in- 
heritance taxes at death. This can be 
accomplished by the creation of a char- 
itable foundation and placing therein, 
either during the owner’s lifetime or at 
his death, sufficient stock to reduce his 
taxable estate to a point where his li- 
quid assets can meet the taxes and 
expenses in his estate. 

The charitable foundation can _ be 
used when all other possibilities are in- 
adequate to provide sufficient liquidity 
for estate taxes. The Ford Foundation 
is a spectacular example of the use of 
a foundation for this purpose. In that 
case, 90% of the ownership of the Ford 
Motor Company was transferred to The 
Ford Foundation for charitable pur- 
poses. The donated stock was nonvoting 
stock, and the family retained the vot- 
ing control. 

A foundation may be the charitable 
remainder to receive all or part of an 
estate after the death of life tenants. A 
foundation may be used as a means for 
distributing at leisure charitable dona- 
tions which are deductible under the 
income tax. This applies to individual 
and corporate donors alike. 

Community trusts, of which there are 
over a hundred in the United States 
now, offer a very important tool to 
meet individual objectives in estate 
planning; make a great contribution to 
the welfare of the community; and, in 
so doing, promote good relations with 
people for the participating banks.* 

There is an expanding need for our 
services in planning and administering 
estates where the principal asset is the 
ownership of a family business or close 
corporation. This is particularly true 
when the owner has no children or 
relatives who could take over the busi- 
ness and no key men who could pur- 
chase it. In this situation, either an out: 
right sale or a taxfree merger and ex- 
change of stock may be the best pro- 
cedure. We can be helpful in finding 
expert assistance in this specialized 
field; and, when a sale or merger has 
been consummated, our services are 
needed to work out a balanced invest: 
ment program for the sellers. 


*See April 1957 TRUSTS AND ESTATES, p. 328. 
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“From Peter To Paul” 


Income and Principal Adjustments Where Administra- 
tion Expenses Used As Income Tax Deductions 


AUSTIN FLEMING 





Attorney, The Northern Trust Company, Chicago, Illinois 


T IS INCREASINGLY EVIDENT THAT 
| ae overall tax savings are pos- 
sible from the use of administration ex- 
penses in decedents’ estates as deduc- 
tions against income tax! rather than 
estate tax.2 However, when administra- 
tion expenses are used as deductions 
against the income tax, they are not 
available to reduce the estate subject to 
Federal estate taxes, and the effect is 
to increase the amount of estate taxes 
payable by the estate.* 

If the will contains a marital deduc- 
tion formula bequest keyed to the dece- 
dent’s “adjusted gross estate,” the use 
of administration expenses as income 
tax deductions not only increases the 
Federal estate tax payable to the estate, 
but also produces an enhanced gift 
under the formula.* It will thus be 
seen that the use of the income tax 
option alters to a greater or lesser ex- 
tent the net principal held for remain- 
dermen.® 

The following table shows the effect 
on the residuary interest of taking the 
expenses first as an estate tax deduction 
and then as an income tax deduction 
in an estate of $300,000 with a formula 
bequest of 50°% of the “adjusted gross 
estate,” and with administration ex- 
penses of $20,000. 


‘Alfred T. Capps, Jr., Income Tax Planning in 
Decedents Estates, 1953, Univ. of Ill. Law Forum 
(Winter), 563, 579. 

Administration expenses of estates were made 
eligible for income tax deductions by the Revenue 
Act of 1942 which added §23(a)(2) to I.R.C. 
1939 and re-enacted as §212 I.R.C., 1954. Under 
$641(b), estates are taxed as individuals. 

°§2053, ILR.C. 1954. 


8$642(¢) I.R.C. 1954 derived from §162(e), 
I.R.C., 1939 added by Revenue Act of 1942. §§212 
and 642(g), read with §2053, I.R.C. 1954, have 
the effect of giving the executor the election to 
claim estate administration expenses either as es- 
tate tax deductions under §2053 or as income tax 
deductions under §212. See also Rev. Rul. 240, 
I.R.B. 1953; 2 C.B. 79; Estate of Bixby, 140 Cal. 
App. 2d 326; 295 P. 2d 68 (1956). 

‘See §2056(c)(2)(A) defining ‘“‘adjusted gross 
estate.”” See also Rev. Rul. 55-643, ILR.B. 1955, 
2 C.B. 386. 

‘Estate of Bixby, supra, footnote 3. 


_ In re Bush’s Will, 156 N.Y.S. 2d 897 (1956); 
in re James Estate, 65 N.Y.S. 2d 756 (1946); Ed- 
wards v. Lane, 331 Ill. 442, 168 N.E. 460 (1928). 
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Col. 1 Col. 2 Col. 3 
(see explanations below) 
Gross Estate $300,000 $300,000 
Administration 
Expenses 20,000 None 
Adjusted Gross 
Patete 2 280,000 300,000 
Federal Estate 
28% ww. Ie 17,500 $ 2,720 
Marital Bequest 140,000 150,000 10,000 
Top effective estate tax bracket: 27.2% 


Col. 1: Expense used as estate tax deduction. 
Col. 2: Expense used as income tax deduction. 
Col. 3: Additional estate tax and bequest payable 
from principal when option used. 

Assume, further, that the estate has 
income of $30,000 in each of two years 
after death, and that such income is re- 
tained by the executor. The following 
table shows the effect on income taxes 
of the use of the administration expense 
as income tax deductions spread over 
two years and the non-use of such ex- 
pense as a deduction. 


Use of Non-Use 
Expense of Expense 
ist Yr. 24 Yr. ist Yr. 2d Yr. 
Income —. $30,000 $30,000 $30,000 $30,000 
Estate Ex- 
penses _.. 10,000 10,000 None None 
Exemption 600 600 600 600 





Adiusted Net 
Income __.. $19,400 $19,400 $29,400 $29,400 


Income Tax 6,942 6,942 12,848 12,848 
Tov Effective 
Bracket 53% 53% 62% 62% 


The income tax savings gained over 
a two-year period through use of the 
expenses as income deductions amounts 
to $11.812 ($12,848 x 2 less $6.942 x 
2). Such a saving, however, is achieved 
only by depriving the residuary inter- 
est of the expenses for estate tax pur- 
poses, and as the first table shows, the 
estate tax payable by the estate is in- 
creased by $2,720 and the formula be- 
quest by $10,000, or a total additional 
impairment of residue of $12,720. 

It is a settled principle of law that 
executors must treat legatees and dis- 
tributees impartially and without pref- 
erence or discrimination.® Discretions, 


elections, and authorizations may not be 
exercised to favor one legatee or group 
of legatees to the detriment of -another, 
otherwise the executor may be “guilty of 
an abuse of discretion and a violation 
of trust duties.””* 


Leading Cases 


The leading cases applying such a@ 
principle to the use of administration 
expenses as income tax deductions are 
in re Warms estate, Estate of Bixby,® 
and Walter P. Inman.’ 

In the Warms case the executor de- 
ducted administration expenses from 
income on the estate’s Federal income 
tax return instead of from principal on 
the Federal estate tax return. On objec- 
tion by the special guardian, the Court 
said: 


“The tax option which results in a 
benefit to the income beneficiary ... 
should not be exercised to the detri- 
ment of the remaindermen. The re- 
mainder interest is entitled to the 
benefits which would have resulted if 
the expense with which it is charged 
had been deducted on the estate tax 
return.” 


In Estate of Bixby the executor used 
$120,270.28 of administration expenses 
as income tax deductions against gross 
income of $160,602.92, effecting income 
tax savings of $101,649.95; but Fed- 
eral estate taxes were increased by $58,- 
932.44 as a result of the non-availability 
of the expenses as estate tax deductions. 


The Court said: 


“In such a situation, the equitable 
solution is to re-allocate enough of 
the tax saving to the principal ac- 
count to make whole the detriment 
suffered by corpus. 

* * * 


“Such a rule commends itself to the 
conscience of the court as one under 
which no one is injured by unjust 


In re Stutzer’s Estate, 279 N.Y.S. 221 (1935); 
Mt. Park Institute v. Lovill, 198 N.C. 642, 153 
S.E. 114. 

8140 N.Y.S. 2d 169 (1955). 

140 Cal. App. 2d 326; 295 P. 2d 68 (1956). 

loSurr. N. Y., (Collins), N. Y., Law J., Dec. 6, 
1956, p. 6 col. 5. 
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enrichment on his inheritance ... . 
we adopt this rule because it places 
the burden of the income tax on the 
income legatee, where it properly be- 
longs, and obviates any dislocation 
of the testator’s bounty by shifting 
the burden of an income tax to a 
residuary legatee.” 


Making Adjustments 


When an executor finds it advisable 
to use administration expenses as _ in- 
come tax deductions, how are the ad- 
justments required by these decisions to 
be effected and in what cases? 

If the estate is under $60,000, no in- 
come and principal adjustment would 
be necessary because no Federal estate 
tax is payable. Indeed, it is ordinarily 
advisable to utilize the option in all 
such instances since the deductions may 
otherwise be wasted and lost. 

If the will gives the entire estate to 
one legatee, no problem is presented by 
use of the income tax option even 
though the estate is more than $60,000, 
since no separation is involved between 
income and principal. The whole in- 
terest belongs to a single distributee. 
The only problem is to determine where 
the greatest tax savings lie as between 
the estate tax and the income tax, and 
generally the decision will be made ac- 
cording to tax savings alone. 
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When the estate is cver $60,000 and 
different estates are created in income 
and principal (as under a trust or legal 
life estate with income to one person 
and principal to another), or when dif- 
ferent legatees are involved (as under 
an estate given half to the widow and 
the balance to a child), the principle of 
law referred to is squarely encountered. 
When administration expenses are uti- 
lized as income tax deductions the ex- 
ecutor should be prepared to (1) reim- 
burse principal in an amount equal to 
the additional estate tax payable by 
reason of the election; and (2) make 
an adjustment for the larger bequest 
where there is a formula geared to the 
“adjusted gross estate” of the testator. 

Taking Steps 

The first step is comparatively easy. 
An __income-to-principal transfer __ is 
made in the amount of the added tax. 
In non-formula cases, it represents all 
that is necessary to do “equity” be- 
tween the respective interests involved 
and put them in the same position as if 
the expenses were taken as estate tax 
deductions. 

Adjusting for an increased formula 
bequest is more difficult. That there is 
a duty to adjust cannot be doubted, un- 
less it is excused by the will or trust. 
Neither Warms nor Bixby involved a 
formula bequest, but the rationale of 
those cases seems equally applicable to 
the aspect of this problem and the only 
case which has considered it to date 
supports this conclusion. See Estate of 
Samuel Levy." 

UN.Y.L.J. (7-17-1957) p. 3, Surrogate’s Court, 
New York County, New York, digested Trusts 
AND ESTATES, August, 1957, page 810: “The next 
question, while indirectly connected to the Warms 
case (supra), presents a more novel question. The 
testator bequeathed to his widow: ‘so much of my 
estate as when added to the value of all other 
property which passes or has passed to my said 
wife at my death whether under this will or other- 
wise and for which a marital deduction is or will 
be allowed in the computation of my net estate, 
shall aggregate a sum equivalent to one-half of 


my adjusted gross estate’. 
“The use of administration expenses as deduc- 
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The problem is not so much the 
existence of a duty to adjust as-it is 
the proper method of making the ad- 
justment. Unfortunately, the Levy cas 
is not explicit on this question. Tw 
methods suggest themselves as possibili- 


ties: (1) to transfer an amount from 
income to principal equal to the addi 
tional bequest; and (2) to compute 
the bequest as if the expense had in fac: 
been taken as an estate tax deduction 
and in reduction of the adjusted gross 
estate of the decedent and of the form- 
ula bequest. 

The first method achieves the neces- 
sary adjustment between income and 
principal, puts the parties in statu quo, 
and has the advantage of providing a 
larger marital deduction.’* But, it has 
three distinct disadvantages: 


1. The income beneficiary has to be 
in a high tax bracket before the in- 
come tax saving exceeds the increased 
estate tax and principal “swing” and 
makes it worth while to employ the 
tax option. In the above illustration, 
for example, the total income tax 
saving of $11,812 is less than the total 
impairment of principal of $12,720. 

2. It contemplates claiming the 
maximum marital deduction on the 
estate tax return and also a “pay- 
back” arrangement covering the in- 
crease in taxes and the formula be- 
quest. The Revenue Service may well 
read the two steps together and deny 
the larger marital deduction on the 
theory that if there is an obligation 


tions for estate income tax purposes rather than 
federal estate tax purposes resulted in an increase 
in the adjusted gross estate by the amount of such 
administration expenses and an increase of the 
widow’s bequest by one-half that amount. Under 
rules of fiduciary accounting, these expenses are 
charged to the principal of the estate despite the 
fact that the executors elected to claim them as 
income tax deductions (Matter of Chave, 227 App. 
Div. 554). Thus, the election has caused a differ- 
ent result for tax purposes than for accounting 
purposes. The election permitted by the Internal 
Revenue Code does not authorize the executors to 
vary the interest of th legatees. Estate tax deduc- 
tions in this estate should not be credited to the 
widow’s bequest since it is freed of tax. The execu- 
tors are directed to credit the benefit of all deduc- 
tions which would have been available to the es- 
tate principal to the residuary estate.” 

12Rev. Rul. 55-225, I.R.B. 1955, 1 C.B. 460; Rev. 
Rul. 55-643, I.R.B. 1955, 2 C.B. 386. 
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to reimburse, the estate is in the same 
position as if the larger deduction 
were not claimed. 


3. It has the effect of adding the 
income saving to principal and of 
benefiting the ultimate takers there- 
of, rather than the income beneficiary 
who may prefer to use the savings. 


The second method achieves the ne- 
cessary adjustment between income and 
principal but does so through the 
method of computing the formula 
rather than by way of an income-to- 
principal transfer of funds. It places 
the residuary interest in exactly the 
same position as if the administration 
expense had in fact been charged 
against the Federal estate tax return. 


The second method means a smaller 
marital deduction in formula cases and 
a smaller bequest to the spouse or 
other legatee than would be the case 
when the expense is used as an income 
tax deduction. But the spouse or other 
formula legatee is actually ahead _ be- 
cause the tax savings realized through 
the election are not subject to an obli- 
gation to reimburse for the larger be- 
quest. In the above tables, the income 
tax savings over a two-year period 
amount to $11,812 ($12,848 x 2 less 
$6,942 x 2). The difference between 
$14,780 in estate taxes payable when 
the expenses are claimed as estate tax 
deductions and $20,140 in estate taxes 
on the same estate when the expenses 
are not used as estate tax deductions, 
coupled with a marital deduction of 
$140,000 based on an assumed adjust- 
ed gross estate of $280,000 rather than 
$300,000. amounts to $5,360. After 
transferring this sum to principal from 
the income tax savings of $11,812 to 
reimburse for the additional estate tax 
payable by reason of the election, the 
balance of $6,452 is to be net to the 
income beneficiary. At the same time 
the formula bequest would be in the 
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identical amount as though the election 
had been utilized. 


Easiest Way 


It seems, therefore, that the easiest, 
least disrupting and most benefiting 
method of making the required adjust- 
ments in formula cases is the second, 
whereby the formula bequest is com- 
puted as if the administration expense 
were in fact charged against the Fed- 
eral estate tax rather than the income 
tax. This method contemplates that the 
executor will disclose to the Govern- 
ment in the estate tax return that a 
marital deduction is claimed only on 
that fraction of the estate which would 
have qualified for the deduction had 
the expense been taken in the estate 
tax return. 

Under either method, the income 
beneficiary’s interests are affected. In 
one case, they are reduced by the 
amount which has to be turned over 
from the income tax saved to place 
the residuary interest in statu quo. In 
the other, they are affected by the re- 
imbursement for the additional estate 
tax and by the determination of a 
smaller formula bequest. The consent 
of the spouse or other formula legatee 
should therefore be obtained approving 
the executor’s action, and if any other 
income beneficiary’s interests are affect- 
ed, the consent also of such beneficiary. 
For this purpose the following form of 
consent may be employed: 

In consideration of your taking ad- 
ministration expenses in the estate of 
John Doe against the executor’s in- 
come rather than as estate tax de- 
ductions, I hereby agree and consent 
to: (1) the transfer from income to 
principal of an amount equal to the 
additional Federal estate tax incurred 
thereby, and (2) the computation of 
the Marital Fund under the Will as 
if such administration expenses were 
in fact deducted from the gross estate 
in arriving at the “adjusted gross es- 
tate,” and realize this will have the 
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effect of reducing the amount of the 

Marital Fund. 

Dated 

There is legal consideration for such 
a consent since the spouse’s income tax 
savings will be greater than the in- 
crease in the marital bequest which she 
foregoes; otherwise the executor would 
not have found it advisable to make the 
election. 


Will Clause 


More and more wills are being writ- 
ten with special clauses regarding the 
use of estate expenses as income tax 
or estate tax deductions.’* In each case 
the language used must be tested for 
its sufficiency in excusing the executor 
from the duty of making adjustments. 
Many clauses in current use constitute 
only grants of authority to the execu- 
tor to use estate expenses as income or 
as estate tax deductions and do not 
suffice to relieve the executor from mak- 
ing adjustments if he decides to exer- 
cise such authority. Other clauses em- 
power the executor to make such ad- 
justments “as he deems proper” be- 
tween income and principal in such 
cases, but such authority is of limited 
~ 38See William P. Sutter, Administration Ex- 


penses—Income or Estate Tax Deductions, 44 IIl. 
Bar Jour., 482, 484. 
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value since the executor must deal im- 
partially with legatees and can not, on 
his own responsibility, forego rights 
which benefit one legatee and injure 
another. 

The problem arises chiefly in marital 
deduction documents where formula be- 
quests are employed. In these cases 
more than most others, the testator pre- 
sumably wishes his widow to receive 
the greatest benefit from whatever elec- 
tions and deductions are available to 
the estate for tax purposes, without 
‘requiring reimbursements or adjust- 
ments of any kind between income and 
principal. Such reimbursements and 
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adjustments affect the interests of ulti- 
mate remaindermen rather than the 
primary beneficiary who is of most con- 
cern to him. What most testators want 
and what is needed is not a grant of 
authority to use estate expenses as in- 
come tax deductions or an authority to 
make whatever adjustments he deems 
proper, but a direction that the election 
be employed whenever and to the ex- 
tent that overall tax savings will be 
achieved in both income and death 
taxes, and that no compensatory ad- 
justments between income and _princi- 
pal or in the amount of the formula 
bequest shall be required or made as a 
result of the executor’s action. The fol- 
lowing clause illustrates the type of 
provision that meets this test: 

“IT direct my executor to claim any 
expenses of administration of my es- 
tate as income tax deductions upon 
an income tax return or returns when- 
ever in his sole judgment such action 
will achieve an overall reduction in 
the income and death taxes for the 
benefit of my estate and of the in- 
come beneficiary or _ beneficiaries 
thereof. I further direct that no com- 
pensating adjustments between in- 
come and principal or in the amount 
of the bequest under ARTICLE 
(formula bequest) shall be required 
or made as a result of such action.” 


Where Income Not True 


One further aspect of income and 
principal adjustment may be involved 
when administration expenses are util- 
ized in the executor’s income tax re- 
turn. In the above tables, the executor 
received $30,000 of income and used 
a $10,000 administration expense 
against such income in each of two 
years. If we assume the $30,000 of in- 
come consisted entirely of distributable 
income, the net savings after any ad- 
justment would benefit solely the in- 
come interest. But assume the $30,000 
is made up in part of non-distributable 
or corpus income, such as short-term 
capital gains, as for example, $12,000 
dividends and $18,000 short-term capi- 
tal gains. 

The usual rule of apportionment in 
such cases is to allocate among the com- 
ponent classes of income the income tax 
incurred in the ratio which each cate- 
gory bears to the whole. Thus, when the 
$30,000 consists of $12,000 of ordinary 
income and $18,000 of corpus income, 
and administration expenses are not 
used as an income tax deduction, the 
resulting income tax would be $12,848. 
This tax would be apportioned: 12/30 
x $12,848 = $5,139 to Income and 
18/30 x $12,848 = $7,709 to Principal. 





But when a $10,000 administration ex. 
pense is taken as an income tax deduc- 
tion, the income tax is reduced from 
$12,848 to $6,942, which would then 
be apportioned: 12/30 x $6,942 = $2.. 
777 to Income and 12/30 x $6,942 = 
$4,165 to Principal. In the latter case, 
it will be seen that principal benefits 
by use of the income tax option in that 
year to the extent of $3,544 ($7,709 
less $4,165). 


Benefit Adjustments 


Should any account be taken of the 
income tax benefit in arriving at the 
proper adjustments? The holdings in 
Warms and Bixby indicate that the re- 
quirements of equity are met if princi- 
pal is made whole and placed in the 
same position as if the administration 
expense had been utilized in the estate 
tax return.'* There apparently is no 
obligation to go further and “share” 
the tax savings. 

Accordingly, in calculating any re- 
quired reallocation, any benefit which 
principal has derived through use of 
the income tax option should be taken 
into account. In the above tables the 
additional estate tax incurred as a re- 
sult of the election amounted to $5,360. 
The income tax advantage to principal 
should take that advantage into ac- 
count and reduce the amount necessary 
to make principal whole to $1,816 
($5,360 less $3,544). In the tables the 
expenses were spread over a two-year 
period. If the same assumptions are 
made as to the existence of non-dis- 
tributable income in the second year, 
a similar advantage of $3,544 would 
again accrue to principal. The aggre- 
gate benefit of $7,088 would exceed the 
impairment of principal produced by 
the election and wipe out any require- 
ment for any income and principal ad- 
justment. Any advantage to principal 
beyond the amount necessary to restore 
the impairment resulting from use of 
the election may, however, be permit: 
ted to enhance principal with no obli- 
gation for further adjustment or alloca- 
tion. 

The holdings in Warms and Bixby 
seem sufficiently in accord with settled 
rules of estate administration to warrant 
acceptance, and the adjustments and 
methods for making them outlined 
above are premised on that assumption. 


M4See Estate of Bizby, supra, “. . . enough of the 
tax saving [should be re-allocated] to the princl 
pal account to make whole the detriment su‘fered 
by corpus.” 

In re Warms Estate, supra: “The remainder it- 
terest is entitled to the benefits which would havé 
resulted if the expense with which it is charged 
had been deducted on the estate tax return.” 
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WHAT’S HAPPENING AT GOODYEAR—NO, 11 OF A SERIES 


Piant vs. Plantation... 





New GOODFYEAR facilities 
produce bumper rubber crop 


How much rubber would you expect could be pro- 
duced in a year by a natural rubber plantation of 
328,000 acres, with 36,000,000 trees and 60,000 


workers ? 


For a quick answer, look not to the Far East but 
to Houston, Texas, where Goodyear’s man-made 
rubber “plantation” produces the world’s largest 
synthetic crop—at the rate of 220.000 tons a year. 
To produce this amount of tree-grown rubber would 
take a vast natural plantation, as large as the one 
described above. 


From its start as a war baby, the Houston plant 
has chalked up a long list of “firsts” which have 
contributed significantly to all American industry. 
The completion of a recent expansion program 
makes it the world’s largest single producer of syn- 
thetic rubber. Intensified research and development 
have not only improved product quality, but added 


NOVEMBER 1957 


several new types of Plioflex rubber, thus widening 
the uses of this essential material. 

This bumper crop of man-made rubber is an impor- 
tant ingredient in many of Goodyear’s production 
activities. These include tires . . . industrial rubber 
goods .. . aviation and aircraft products . . . foam 
products . . . films and flooring . . . shoe products. 
And in addition, thousands of tons of Plioflex are 
sold annually to independent rubber fabricators, for 
use in many other essential products. Thus, the Hous- 
ton “Plantation” continues to meet the growing mar- 
ket demands for rubber products around the world. 


TODAY ...AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 
Plioflex—T.M. The Goodyear Tire & Rubber Company, Akron 16, Ohio 
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ONSTRUCTION 


another multi-billion-dollar industry 


served by KOPPERS 


e future of America’s vast construction industry 
staggers the imagination. Reliable authorities estimate 
that, during the next ten years, $500 billion will be spent 
for construction of all kinds and that this will mount to 
$1,000 billion—a trillion dollars!—by 1977. This tremen- 
dous building job will require many Koppers products 
and skilled engineering services. 

In the home, WOLMANIZED® lumber will guard against 
rot and termite damage. Koppers plastics will be used in 
attractive shower enclosures and colorful, easy-to-clean 
wall tiles. Water-base paint containing new DyLrex® 
latex will make redecorating easier for the home handy- 
man. Rugged, grease-resistant floor tile containing KPTL® 
resins will provide durable surfaces for kitchens and 
game rooms. 

In commercial building, DyLAN® polyethylene will in- 
sulate electrical wiring and provide rustproof pipe for 
water and drainage. Built-up roofs of Koppers coal tar 
pitch will provide a waterproof covering that can be 
bonded for 20 years. DyLtrE® expandable polystyrene 
promises to find wide use as insulation in curtain walls. 
Interiors will be brighter and more uniformly lighted 


with fixtures of EvENGLO® polystyrene. They will be 
quieter, too, with ArrcoustaT® sound traps to take the 
noise out of air conditioning. 

In highways, TARMAC® road materials will provide 
long-lived pavements. Koppers pressure-creosoted wood 
posts will be used in highway guards to make roads safer. 
Pressure-creosoted piling will continue to be used for 
road and bridge construction. 

In industry, Koppers will design and build coke, blast 
furnace, open hearth, and ore sintering plants, and many 
types of chemical plants, including coal hydrogenation 
installations which will provide fuels and chemicals 
for tomorrow. Industry will be cleaner, too, by using 
Koppers industrial gas-cleaning equipment to prevent 
pollution of air, and Koppers specialized equipment 
which prevents pollution of community streams. 

Koppers ‘also serves many other large, fast-growing 
industries. Koppers products help to make: chemicals, 
textiles, electric power, metals, food products, automo- 
biles, rubber goods. As these industries continue to grow, 
Koppers and its contributions to them will grow. Kop- 
pers Company, Inc., Pittsburgh 19, Pennsylvania. 


Producers of chemicals, plastics, tar products, wood preserving materials, treated wood, metal 
products, and dyestuffs. Designers and builders of steel mills, coke ovens, and chemical plants. 
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Bre A PROPERTY IS ACCEPTED IN 
trust, it should be carefully ana- 
lyzed by the Real Estate Division. Very 
often the Trustor has an unrealistic idea 
of the value of the property and is only 
seeking someone to attempt to do the 
impossible. A little time spent in analy- 
sis can obviate much vain and unprofit- 
able effort. Undivided interests should 
be shunned and where they must be 
accepted an economic program should 
be adopted whereby either ample com- 
pensation is received for handling the 
entire property or the mechanics are 
set up for hiring management and still 
adequately compensating the Trustee. 
The same processing applies to probate 
items. An asset must be programmed 
carefully and channeled correctly. Real 
troubles arise where a procedure is not 


formulated and no program is crystal- 
lized. 


Division Procedure 


A brief outline of the operating pro- 
cedure of our Real Estate Division is 
as follows: 

In order to insure prompt and proper 
attention the administrative officer as- 
sembles all the data relative to real 
estate items and they are his responsi- 
bility until such time as the properties 
are turned over to the Real Estate Divi- 
sion with instructions and pertinent 
papers including available leases and 
insurance policies for analysis. The 
administrative officer has the election to 
apply to the Real Estate Division for 
the allocation of a member of that Divi- 
sion to his administrative team. The 
teal Estate Division member is selected 
in relation to the type of properties to 
‘ administered and their location. If 
‘he items are numerous or troublesome, 
‘is method insures immediate atten. 
ton by a specialist and relieves the ad- 
'nistrative officer of burdensome spe- 

ilized tasks. In addition. officers of 
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our Real Estate Division administer 
those accounts specifically assigned to 
them which consist predominantly of 
real estate, or require the specialized 
service of the division. 

At the inception of the account we 
analyze the insurance coverage and see 
that any necessary additional insurance 
is procured. Preference is given to 
agents in the community in which the 
properties are located. A check list is 
used so that all classes of coverage are 
considered. Care is taken not to disturb 
existing insurance arrangements unless, 
because of unusual conditions, experi- 
ence dictates otherwise. 

A blanket public liability, property 
damage and products-liability policy, as 
well as an automatic binder covering 
uninsured or underinsured properties 
pending analysis, is carried. From a 
nation-wide spot survey to determine 
the practice of trust companies as to 
various liability coverages, we found 
that limits vary from a minimum of 
$500,000 upper liability limits on the 
Pacific Coast to minimums of $1,500.- 
000 on multiple tenancy buildings on 
the East Coast. A survey is now being 
made as to Automatic Fire Insurance 
Binders and Errors and Omissions. 


Weekly Meetings 


Our experience has shown the value 
of weekly meetings of the Real Estate 
Division at which any trust administra- 
tors may present problems or request 
assistance on those items which have 
not as yet been assigned to the Divi- 
sion. These meetings are also necessary 
to determine the programming of items 
in relation to the requirements of the 
trust. The agenda includes the follow- 
ing matters: 

Insurance problems are reviewed. 
Real estate included on Schedules 

“A” and Inventories of estates and 

Guardianship accounts which have 

been received since last meeting. 

New properties discussed to deter- 
mine program and adequacy of insur- 


ance coverage. (If the formulation of 
the program so requires, a member of 
the administrative team is present.) 


Properties listed on sales list and 
sales book are reviewed once a month 
as to activity or new means of dis- 
posing of them. 


Delinquent mortgages and con- 
tracts are considered at least monthly, 
and a recommended program referred 
to Trust Committee. 


Problem and_ delinquent 
should be programmed. 


Extraordinary and special service 
fees taken s° ‘e previous meeting are 
reviewed an. fees to be taken on any 
new sales or mortgages discussed and 
programmed. Te 

Review IBM listing of properties on 
those trust accounts which Trust 
Committee will review two weeks 
hence for allocation for appraisal and 
special analysis. 


rentals 


An operating statement is prepared 
periodically on each property. At the 
time the trust is reviewed the property 
is valued. It is also classified as to sta- 
bility in relation to location and strength 
and length of tenancy. These factors are 
taken into consideration by the Trust 
Committee in weighing the item in 
relation to the entire portfolio and 
proper investment diversification. 


Lease Bases 


All sales listings and rental arrange- 
ments are developed through the Real 
Estate Division. If a property is to be 
sold, very often the first step is either 
readjustment of the existing leases or a 
rehabilitation program, or both, in or- 
der to condition the property for ad- 
vantageous liquidation. If a property is 
to be leased, the Division must be 
equipped to utilize all of the leasing 
techniques developed by experienced 
property managers. 

The problem confronting the Lessor 
is that of receiving a fair return on the 
investment during the period of the 
lease based on the value of the property 
and the purchasing power of the dollar 
at any given time. The best standard 


1095 








method of meeting these requirements 
is the percentage of sales lease. This 
type of formula is best used in connec- 
tion with the better retail locations or 
improved retail properties. On acreage 
and industrial properties which the 
Lessor is unwilling or unable to im- 
prove a more complex problem is pre- 
sented. If, under the provisions of the 
trust instrument the property cannot be 
sold, failure to develop the land can 
blight the entire area. A percentage 
lease per se would not apply to low 
value industrial land. The Lessor must 
be flexible as to his formula if income 
is to be derived from this type of 
property. 

To illustrate the different variations 
of the standard types of growth and in- 
flation protective formulas we have used 
in negotiations during the past year, I 
cite four actual lease programs. Each 
property, of course, has different poten- 
tials and each leasing unit was consid- 
ered in relation to the many specific 
factors involved. 


1) Lease based on index of retail sales 
of department store in minimum 
area, with minimum annual rental 


of $35,000. 


This was land leased for construction 
of a special purpose building designed 
primarily for parking. No proper per- 
centage could be determined in view of 
the fact that the main traffic generator 
for the garage operation could influence 
parking rates and the parking volume. 
In addition, there was not sufficient his- 
torical background to satisfy the Lessors 
as to the sufficiency of any percentage 
factor based solely on parking. This 
lease is being consummated with the 
growth and inflation hedge tied into an 
index based on retail sales of the main 
traffic generator, a large department 
store, and the income from the property 
leased will increase, based on the con- 


tinued and improved retail volume of 
this department store. 


2) .Lease with inflation clause based on 
Department of Labor index with 
minimum annual rental of $18,000. 


This was a lease of unimproved land 
which required considerable improve- 
ments by the Lessee even to constructing 
a rather costly bridge across a river in 
order to utilize the property. While it 
was felt that an inflation clause did not 
give us the maximum protection, never- 
theless, there were many factors which 
justified limiting the protection to only 
inflationary factors. There was no anti- 
cipated growth in the area and the 
property could well remain domant for 
many years unless this particular spe- 
cialized tenancy were procured. Con- 
demnation threat could also be elimi- 
nated through the lease. 


3) Lease based on reappraisal every 
ter years with minimum annual 


rental of $11,000. 


This was also a tract of industrial 
property but in the line of development. 
It was felt that in view of the inability 
of the Trust Estate to improve and lease 
that a flat ground rental with periodic 
reappraisals would be a satisfactory ar- 
rangement. This would provide the re- 
quired inflation and growth protection 
but would make financing difficult for 
the ordinary Lessee in view of the fact 
that lending institutions insist on a 
firm basic rental rate. They have no 
objection to percentage of sales pro- 
visions but the minimum rent must be 
a fixed rental if they are to finance the 
improvements. In this particular case 
no financing was required by the Lessee. 
4) Lease based on estimated 4% in- 

crease in value each year, and aver- 
aged into present annual rental rate 


of $1,500. 


This involved a small tract of land 
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which had a present day rental value of 
approximately $700 per year, which 
represented the only portion of a 600- 
acre development for industrial pur- 
poses that the developers would not own 
in fee. There was no power of sale in 
the trust instrument but the Trustees 
were anxious to cooperate in imple- 
menting the development. No financing 
could be arranged unless a flat rental 
could be arrived at. The insurance com- 
pany handling the loans would not per- 
mit an escalator clause. The rental there- 
fore was averaged out with a normal 
estimated increase over a 50-year period 
and the program of development can 
progress in an orderly manner. The 
Trust will receive present income on 
what was formerly unimproved land 
and at the end of the lease period the 
improved property will revert to the 
Trust Estate. 


Keeping Posted 


The operation of a Real Estate Divi- 
sion requires constant analysis and su- 
pervision of each property. Districts are 
constantly changing and improvements 
must be made to protect values, or 
properties disposed of at the time a 
careful analysis and the approval of 
the Trust Committee dictates. The staff 
must keep current contact with the City 
and County Planning Divisions and be 
advised of pending zoning changes and 
street and highway programs. The mul- 
tiplicity of condemnations for public 
use require constant alertness and the 
accumulation of data to guide us in 
determining values and comparable 
sales. The assessors’ make-up of assessed 
valuations must be checked before the 
Board of Equalization meets. 


Many of our sales are on a direct 
basis. If an agent is to be used we use 
the one best qualified to handle the 
property in its area. We limit our list- 
ings and at all times remain in control 
of the pricing policy. This requires an 
informed staff with a thorough knowl- 
edge of values. A sales list is published 
periodically and distributed to all those 
on our mailing list. This is confined to 
problem properties but it keeps them 
constantly before the public. Before any 
sales are approved an inspection is 
made to ascertain that no changes in 
the vicinity have occurred since the 
original listing. Many times a problem 
property acquires value through adjoin- 
ing improvements which only come to 
our attention through inspections. 

Service properly rendered justities 
proper charges and will insure a profit- 
able operation. 


TRUSTS AND EsTATES 






















those 
ed to 
them 


“OVEMBER 1957 


listen to the JACK BENNY PROGRAM 
on your local CBS radio station 
every Sunday evening 


sponsored by THE HOME 


CPusurance Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
~ FIRE ¢ AUTOMOBILE « MARINE 


~ 


The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 


A stock company represented by over 40,000 independent local agents and brokers 


1097 





PROFESSIONAL INVESTORS DIGEST 


Sidelights . 





ECONOMIC DIVERSIFICATION 
(Continued from page 1078) 


stock of Grace National Bank whose 
domestic and foreign banking services 
and close contacts with world condi- 
tions, especially with South America, 
are an increasingly valuable facet of the 
organization. On a smaller scale is the 
general insurance business of Griswold 
& Co., Inc., whose brokerage activities 
also help expedite the company’s trade. 


Polyethylene and Packaging 


Through acquisition of Dewey & Almy 
and Davison Chemical, the expansion 
of plant facilities and the expenditure 
of over $18 million in the past five 
years for research and development 
(mostly in chemicals but some very ef- 
fective dollars in processing of bagasse 
paper) Grace has become a major pro- 
ducer in both the organic and inorganic 
fields, particularly in the polyethylenes 
and oil-cracking catalysts. The Polymer 
Chemical division’s new plant at Baton 
Rouge, for example, has a rating of 50 
million Ibs. annually, and will further 
strengihen the position in industrial and 
specialty chemicals which now account 
for close to 60% of all chemical sales 
by the company. 

Leading manufacturers are all at 
about the same stage of development in 
the high-density, low-pressure _ poly- 
ethlene compounds and products which 
have posed both technical and cost prob- 
lems, and have had a dual expense of 
educating the sales staff and the cus- 
tomer, whose acceptance of new poly- 
ethlene properties and endurances has 
been a major hurdle. The company ex- 
pects big things of its new product, 
“Grex,” however, for use in piping 
otherwise corrosive liquids as well as 
in rigid containers. The plant may op- 
erate in the red through part of °58 but 
it is about to go into production so the 
high pre-operation costs will be over. 





.. Trade Winds. . 


. Memos :.. Portfolio Studies . 


The progress of the company’s plastic 
film named “Cryovac” has been so 
favorable that it has been set up as a 
separate division to take advantage of 
the rapid expansion in use of transpar- 
ent, protective packaging of foodstuffs 
and self-service marketing. Its strength, 
impermeability and moisture-resistance 
make it attractive to packers and use is 
expected to extend to red as well as 
cured meats, with the poultry market 
already well “wrapped up.” This divi- 
sion not only supplies the food industry 
with the film but also with the machin- 
ery for its application, and both are sold 
abroad by Dewey & Almy Overseas, 
with a new plant at Hamburg, Germany, 
and additional capacity provided for 
making and distributing Dewey & Almy 
products in Australia, England, France, 
Italy, Brazil and Argentina. 


Sealing and Agricultural Chemicals 


Sealing compounds comprise the other 
large element of Dewey & Almy sales, 
benefitting from growth of the metal and 
glass container use and further in sub- 
stitution for cork inserts in bottle caps 
and to solder sidesealed cans. This may 
not be a glamour business but its repeti- 
tive nature and large volume make it a 
good bread-and-butter provider. 

Not as much could be said for last 
years operations of the Davison agri- 
cultural chemicals division, where the 
below-par farm economy combined with 
price competition — especially rugged 
in the mixed fertilizers — cut profits 
last year and this, but is showing im- 
provement. About one-fourth of chem- 
ical division sales are of fertilizers. 
Meantime, increased sales of Davison’s 
petroleum cracking and reforming cata- 
lysts, now issuing from new plants in 
Baltimore and Quebec, are finding good 
reception in high octane gasoline pro- 
duction and are becoming a thriving 
business. These synthetic catalysts are. 
in fact, taking some business from the 
natural catalysts as their higher cost is 





i et S024 


_-NetSales aiid Revenues 








403 



















450 sy) = SWRUONS OF GotLARS 
- — 
350 - 











" CHEMICALS 


2 
STEAMSHIP 
ENERAL BUSINESS (U. S.) 


FOREIGN 


U.S. EXPORT - IMPORT 


.. Funds Index . 


. . Reports 


Soe 
bs 
Pa 


compensated by the longer life due to 
re-cycling and better octanes achieved. 

Grace Chemical division boasts one 
of the more efficient of the country’s 
ammonia plants, at Memphis, operating 
above its rated capacity of 100,000 tons 
annually. The trade problems — primar- 
ily price weakness again traceable to 
farm conditions — have been met by 
profitable sale of the full output, largely 
to industrial users and by conversion of 
about 40% of ammonia to urea which 
is in good demand for agriculture and 
industry. The nitrogen price rise has 
held and overall earnings are much im- 
proved in this division with good pros- 
pects, especially with any upturn in 
agricultural income. 


The Financial Pages 


To the investor accustomed to less 
far-flung operations, both in lines of 
activity and geographical location, a 
look at the Grace capital distribution is 
somewhat breath-taking. As previously 
detailed, however, one step has seemed 
to lead logically to, or supplement, an- 
other, with the possible exception of the 
acquisition of the outdoor advertising 
business covering the west coast of the 
United States, The Foster & Kleiser Co., 
and the Libyan foray. The answer to 
the F&K billboard advertising acquisi- 
tion is that it has proven to be, as ex- 
pected, a very profitable investment 
which “‘stands on its own and does not 
get in the way of other company activi- 
ties.” 

The oil exploration venture in Libya, 
near Benghazi, was undertaken as a 
business risk investment in hopes — 
based on geological findings—of open- 
ing up a new field of oil and of com- 
pany activity. Arrangements with Texas 
Gulf Producing Co., in charge of drill- 
ing operations, limit Grace & Co. costs 
to $7.5 million or 15c a share over a 
five-year period. The first two wells 
were considered dusters at depths of 
9,500 and 9,000 feet, but a third will 
soon be drilled on another part of the 
25 million acre “lot.” 

On the financial front, the company’s 
thinking has been aimed at placing the 
domestic and foreign divisions in some 
semblance of investment balance. In- 
vestigation also dictated selection of 
the chemical field as an area which of- 
fered profitable expansion. Domestic 
chemical facilities today represent slight- 
ly more than 50% of total net fixed 
assets and about 35% of sales volume. 
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which translates into 40-45% of net 
corporate cash flow. Their full potential 
has apparently not yet been reached be- 
cause of comparatively recent entrance 
into this highly competitive field, with 
costly plans and heavy preparatory and 
start-up expenses, as forecast in the 
company’s reports. The company is 
equipped to serve a wide range of users, 
rather than a limited, and perhaps vul- 
nerable, segment of industry of the na- 
tional economy. 


Capital investment in 1957 is expect- 
ed to substantially exceed the record 
$41 million made last year. 1958 needs 
are to be in the same neighborhood. 
Management is trying to be very selec- 
tive in setting expansion goals and is 
screening each part of the operation in 
line with developing economic trends and 
supply and cost of money. The aim is 
to keep company progress fluid, follow- 
ing the basic growth concept of the com- 
pany but without undue pressures which 
might prove untimely. 

According to company officials, opera- 
tional research plays a large part in 
most effective utilization of plants, ships 
and offices. For example, after only two 
years of use, a rented electronic in- 
stallation has been replaced by another 
of increased capacity which can calcu- 
late and bill up to 1,500 shipments per 
hour. A rate clerk could bill perhaps 
twenty in the same time. Its use is not 
limited to this function but can be ex- 
tended into projections of costs and 
profits under varying conditions to pro- 
vide data for management study and 
decision making. 

Current dividend philosophy is to 
pay out slightly more than 50% of 
net earnings, as indicated by the $2.46 
annual rate now ruling, as compared 
with 1956 net of $4.30 per share. Presi- 
dent Grace expressed at the annual 
meeting this year his opinion that 1957- 
58 earnings would flatten out but that 
marked betterment could be expected 
after this period of shakedown and di- 
gestion. With new facilities coming on 
stream in 1958, more favorable results 
are looked for in 1959 and later years. 


Risk Tempered by Know-How 


“Nothing ventured, nothing gained” 
nas been an operating precept of J. 
‘eter Grace and his associates, as it had 
een of his predecessors, which partly 
xplains the recent entry into the nuclear 
nergy and aircraft fields via metal pro- 
‘ssing and rare earth alloys. The first 
fort, a small plant designed to extrac: 
norium from monazite sands near Bal- 
more, proved impractical and negoti- 
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ations are in process with the Govern- 
ment looking to Withdrawal from this 
experiment. 

Meantime, the Davison division is 
building a small plant at Erwin, Tenn., 
to produce refined thorium and uranium 
by different processes for nuclear power 
fuel and for alloys in jet aircraft and 
missiles. Initially, more benefit is ex- 
pected from development of research 
and technical operating experience than 
from volume sales, as the present opera- 
tion will be more in the nature of a 
laboratory or pilot plant set-up, and 
will include work with rare earths, with 
production starting early in ’58. 


Here again emphasis is put on the 
creation of human assets that can be 
transported where markets, materials or 
possibilities beckon, and through the 
entire pattern is woven the experience 
of the interdivisional research commit- 
tee with continual view to new applica- 
tions and profitable further refining of 
raw materials. 

The overall R & D budget of about $7 
million for this year alone is a mark of 
managerial confidence in the American 
future, North and South, and of upward 
earnings trends as the heavy capital ex- 
penditures of ’55 and ’56 come into full 
production. 
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FREEDOM 
INITS HOLD 


Today, more than ever before in history, oil is a vital 
commodity of freedom. And the tanker that carries oil 
is truly a citadel of freedom. 

Above, you see such a vessel . . . one of several new 
Cities Service tankers incorporating the latest in de- 
sign, efficiency and speed. And Cities Service is build- 
ing still newer tankers to keep not abreast, but ahead 
of the constantly growing demand for these magnificent 
work horses of the petroleum industry. 

These ships are designed to carry oil to ports all over 
the world. Designed to transport twice the oil of former 
tankers . . . with each one capable of carrying enough 
fuel oil to heat 15,500 homes for a year! And, designed 





to load, travel and unload at amazing speeds, too. For 
today, it is clear that speed of delivery can be as im- 
portant as the oil cargo itself. 

But, before this mighty fleet can travel at all, its cargo 
of oil must be found and produced. ‘Thus, in the arctic 
tundra, in deserts, bayous, offshore waters, and oil fer- 
tile valleys throughout the world, Cities Service is now 
pushing forward the greatest oil search in its history... 
planning to find more oil in the next few years than in 
its entire history of nearly a half-century! 

Finding and delivering more oil is part of a giant 
expansion program which will enable Cities Service to 
continue contributing toward a better world for all. 
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On Maxine NEw FRIENDS 


The recent drop of some 109 points 
in the Dow-Jones Industrial Average 
has been the severest since 1946. Re- 
gardless of what happens in the future, 
it can safely be said that the past de- 
cline has marked the end, if only a 
temporary one, of the recent bull mar- 
ket surge which began in 1953 and 
which carried the averages to new high 
ground. 

Now that the 1953-1956 bull market 
is history, it may be well for the insti- 
tutional investor to re-examine a num- 
ber of the investment principles and 
pre-conceptions which have served him 
so well over the past several years. One 
of these principles has been a strong 
predisposition toward the stocks of capi- 
tal goods companies and of heavy in- 
dustries. In practice, this approach has 
been highly successful, or was, at least, 
until July of this year. The reason for 
this, of course, was that the business 
boom which began in the early 1950s 
had been essentially a capital goods 
boom with capital spending raising to 
one of the highest levels in history. It 
was natural to expect that in the attend- 
ant bull market, capital goods shares 
should have been the leaders. 


lt would be wise at this point to ask 
ourselves whether these conditions can 
be expected to continue to prevail over 
the next year to two years. The last 
year has been characterized by a highlv 
stringent credit policy designed to do 
one thing—to bring about an end to 
the capital goods boom. The year has 
seen a dramatic weakening in the de- 
mand for base metals, steel, aluminum, 
and many other commodities. It has 
seen over-capacity in many industries 
which produce capital ‘géods. This in- 
‘eased capacity certainly augurs well 
r the future of the economy as long 
rm demand can be expected to ex- 
nd. It does not, however, point to a 
rticularly bright near term future for 
“© capital goods segment. __ 
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The recession in business, both actual 
and anticipated, appears to be taking 
a number of interesting forms, how- 
ever. So far, a few economic indicators, 
namely, consumer disposable income 
and retail sales, have refused to turn 
downward. Indeed, as _ population 
growth continues, it appears difficult to 
forecast any serious decline in these 
segments of the nation’s business. Thus, 
the consumer portion of the economy 
stands out as a ray of light in a rather 
cloudy picture. 

Superimposed on these external facts, 
the internal picture of a large number 
of consumer goods stocks also appears 
interesting. For a number of years now, 
these stocks have done comparatively 
little marketwise, although earnings 
have in many cases been in a fairly 
steady uptrend. They are available to- 
day at yields and price earnings ratios 
which compare extremely favorably 
with the so-called growth stocks—even 
after a 20% or more decline in many 
of the latter type issue. They have not, 
it is true, been dynamic in the past, 
but as was stated at the beginning of 
this article, the past consists of a major 
bull market, guided by a set of “rules” 
which may not hold good in the future. 
Indeed, it may well be that over the 
next two years at least the consumer 
goods issues may well prove to be the 
true “growth stocks.” 

The technical action of the stocks 
themselves also supports this possibility. 
A stock is not static but is a moving 
object. In this connection, it has often 
been compared with an airplane. An 
airplane coming in for a landing is at 
its low the minute the wheels touch the 
runway. However, it requires some time 
for the plane to taxi to the hangar, re- 
fuel and take off for another flight. 
Most capital goods stocks, down sharply 
from their highs, are now in the same 
position as a plane which has just 
landed and a long period of taxiing or 
forming a base appears indicated. 
Meanwhile, consumer goods _ stocks 
throughout both up and down markets 
have been moving sideways. In _ the 
process, accumulation areas have been 
formed, which, if broken out of on the 
upside, would indicate higher prices. 
Relative strength of many of these 
equities during the recent break has 
also been outstanding. 

Numerous issues in the broad con- 
sumer goods classification appear to be 
attractive at this time. In the grocery 
chain field, American Stores, Grand 
Union, Jewel Tea, Kroger and Winn- 
Dixie all appear to have some measure 


of attraction. In the Department Store 
field, Federated, Gimbel, May and 
Marshall Field all seem to have a rela- 
tively bright outlook. As for food prod- 
ucts, General Foods and National Dairy 
appear to merit attention, and in the 
food packaging field, American Can and 
Lily Tulip recommend themselves. 

A portfolio comprised of stocks like 
the above would definitely have been 
inferior to a portfolio of oils, steels, 
papers and machinery equities over the 
past six or seven years. The next year 
or so may well show us the reverse side 
of the coin while other groups adjust. 

EpmMuND W. TABELL 
WALSTON & CO., INC. 


CHEMICALS IN TRANSITION 


Chemical equities are normally very 
popular with investors and rank sec- 
ond only to the oils in the holdings of 
professional investment managements. 
Following are some of the reasons for 
this large investment interest: 

L) The industry is one of the most 
basic, ranking among the first six 
in value of product. 

2) Its products range from basic 
raw materials and chemical build- 
ing blocks to very highly special- 
ized finished products. 

3) It has one of the highest growth 
rates. Since 1925, production of 
industrial chemicals has grown at 
an average rate of nearly 10% 
annually compared to 3% for all 
industry. Future growth at the 
same or slightly reduced rate is 
generally predicted. 

4) The chemical industry is based 
on research and development. Its 
expenditures along these lines ex- 
ceed all other industries with the 
exception of drugs. Thus, chem- 
ical companies are able to con- 
stantly create new products for 
which there may or may not be 
pre-existing markets. 

5) The chemical industry is of ever 
growing importance to the mili- 
tary. Its activities in the field of 
atomic energy are particularly 
noteworthy. 


The stock market has not been kind 
to chemical equities. Long a favorite 
growth group, these shares have sold 
off on balance through 1956 and most 
of this year with bearish sentiments 
accelerating since July. What is the 
reason for this disenchantment? Re- 
duced to its simplest form and ex- 
pressed in terms of the market, chem- 
ical shares have not been: living up to 
their growth stock evaluation and on a 
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AMERICAN GAS 
AND ELECTRIC COMPANY 


7 
Common Stock Dividend 


e regular quarterly dividend of forty 
Ares 40) per share on the 
Common capital stock of the Company 
issued and outstanding in the hands of the 
public has been declared payable De- 
cember 10, 1957, to the holders of rec- 
ord at the close of business November 


, x A 
a thie W. J. ROSE, Secretary 
October 30, 1957. 
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Quarterly dividend 
No. 147 of $.75 per share 
has been declared on the 
Common Stock payable 
December 10, 1957, to 
stockholders of record at 
the close of business 
November 15, 1957. 

RICHARD F. HANSEN, 
Secretary 
October 29, 1957 


ALLIED CHEMICAL & DYE 
CORPORATION 





Continuous Cash Dividends 
Have Been Paid Since 
Organization in 1920 
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CONTINENTAL 
CAN COMPANY, Inc. 


164th 
COMMON DIVIDEND 


A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable December 
14, 1957, to stockholders 
of record at the close of 
business November 22, 
1957. 





52nd 
PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.933%4) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable January 2, 1958, 
to stockholders of record 
at the close of business 
December 14, 1957. 


5th 

SECOND PREFERRED DIVIDEND 
A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.12 ¥2) per share on the 
Second Preferred stock 
($4.50 cumutative) of this 
Company has been de- 
clared payable December 
31, 1957 wo s.ockholders 
of zecord at the close of 
business November 30, 
1957. 


LOREN R. DODSON, 
Secretary 





short term basis have been revalued 
downward. 


Chemical producers have had diffi- 
culty in maintaining profit margins for 
the past several quarters, with static or 
declining earnings for many of the 
leading companies with dividend in- 
creases a rarity. No sound observer be- 
lieves that the industry has abdicated 
its role as a leader in economic and 
technological development. It is gen- 
erally considered that it is merely un- 
dergoing one of its transition periods 
where productive capacity has out- 
stripped the market temporarily. 


On a long range basis the chemical 
industry has been able to increase its 
sales by 9% or more each year. This 
is roughly three times the expansion 
rate for the general economy and is 
perhaps the essential factor in inclusion 
of representative chemical shares in 
capital gains portfolios. Aside from 
predicting continuation of the long 
term trend line with time out for read- 
justments, it is more difficult to plot 
the future course of this industry than 
most others. Continual development of 
new products and processes through re- 
search poses one imponderable. It is not 
uncommon to find a company deriving 
well in excess of 50% of sales from 
products it has developed during the 
past ten years. Thus, the chemical in- 
dustry has been able to increase sales 
even during periods when general in- 
dices of industrial production were 
working lower, as in 1954. 


A tabulation of earnings of 25 select- 
ed companies by Chemical Week, show- 
ed second quarter earnings down from 
the first quarter, despite increased vol- 
ume, with profit margins under press- 
ure. However, managements on balance 
are optimistic for the remainder of the 
year. They particularly point out 
strength in such lines as_ industrial 
gases, synthetic fibers, rubber and sulfa 
drugs. Price increases, which have been 
going into effect since the first of the 
year for a broad spectrum of chemical 
products, may begin to catch up with 
costs and thus take some pressure off 
margins but any significant improve- 
ment in over-all profits seems unlikely 
for the balance of this year or in early 


1958. 


Sales of chemical manufacturers in 
1957 are expected to exceed $25 billion 
compared with last year’s $24 billion. 
This advance will come partly from a 
larger pharmaceutical volume, a slight 
gain in fertilizer consumption, better 
demand for synthetic textiles (with 


rayon showing signs of recovery from 
its long slump) and higher shipments 
to plastic fabricators. Inventories are 
up over last year with the increased in- 
troduction of new products and expand- 
ed warehouse facilities closer to con- 
suming markets among the prime rea- 





UNION 
CARBIDE 





New York, October 23, 1957—the 
Board of Directors of Union Carbide 
Corporation has today declared a 

Quarterly Dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of the Corporation, pay, 
able December 2, 1957 to stockhold- 
ers of record November 1, 1957. The 
last Quarterly Dividend was ninety 
cents (90¢) per share paid Septem- 
ber 3, 1957. 

Payment of this Quarterly Divi- 
dend on December 2 will make a total 
of $3.60 per share paid in 1957. This 
compares with a total of $3.15 per 
share paid in 1956. 


BIRNY MASON, JR. 
Vice-President and Secretary 
UNION CARBIDE CORPORATION 





























COMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on October 17, 1957, 
declared a regular quarterly divi- 
dend of forty cents (40c) per share 
on the Corporation’s Common 
Stock. This dividend is payable 
November 29, 1957, to stockholders 
of record October 31, 1957. 


LErRoy J. SCHEUERMAN 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 





NATIONAL oo 


BATTERIES, INC 





Manufacturers of a complete line 
of automotive and industrial 
storage batteries. 


A REGULAR 
QUARTERLY DIVIDEND 


of 50c per share 
on Common Stock, 
was declared by the 
Board of Directors on 
October 14, 1957 pay- 
able December 16,1957 
to stockholders of rec- 
ord December 4,1957. 


A. H. DAGGETT 
PRESIDENT 
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sons. However, high inventories do in- 
ject a note of caution into the picture. 
Increased productivity of the indus- 
try has resulted in higher physical out- 
put with fewer production workers and 











SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No.75 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able December 13, 1957 to 
stockholders of record at the 
close of business on Novem- 
ber 29, 1957. 

H. D. McHENRY, 


Vice President and Secretary. 
Dated: October 19, 1957. 
























































AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


Manufacturers of Ceramic 
Wall and Floor Tile 
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COMMON STOCK DIVIDENDS 
Declared October 16, 1957 
Quarterly—15¢ per share 
Extra—10¢ per share 
Payable November 29, 1957 
Record Date November 15, 1957 
4% Stock Dividend 
Payable December 16, 1957 
















































































Common Dividend No. 152 


A dividend of $1.00 per 
share on the common 
stock of this Corporation 
has been declared payable 
December 14, 1957, to 
stockholders of record at 
close of business Novem- 
ber 29, 1957. 
C. ALLAN FEE, 

Vice President and Secretary 

November 7, 1957 


Nc -emBER 1957 


a decline in the average work week. 
Offsetting this gain in productivity has 
been a 10% increase in hourly wage 
rates (another wage increase demand is 
expected to confront the industry in 
1958), higher freight rates and in- 
creased foreign competition in domestic 
and overseas markets. It is probably 
safe to say that on a longer term basis 
chemical companies will be able to re- 
establish normal profit margins, but in 
the interim difficulties of converting 
sales into profits will continue to be 
directly reflected in the market. 

The chemical and allied industries 
are perhaps the most research-minded 
segment of the American economy. 
From less than one billion dollars per 
year before World War II, spending for 
both public and private research has 
soared to $10 billion a year. The 
amount spent by private industry alone 
has doubled since 1953 and at the pres- 
ent time is in the neighborhood of $7 
billion. Generally speaking, there is a 
lag of seven years from the start of 
research on a new product until it is 
ready for large scale production. An- 
other rule of thumb is that each dollar 
spent on research eventually returns 
three dollars in sales. 

Although it has been an important 
factor for many years, the fact that re- 
search spending has only begun to 
really climb since 1953 implies that it 
will be 1960 or later before any of 
these programs will come to fruition, 
allowing for the seven year time lag. 
The search for new products should 
then generate additional earning power 
and broaden the existing base of profits. 

Managements have backed up their 
optimism of recent years with new 
facilities at an increasing rate. In 1957, 
the chemical industry again leads all 
other groupings in new investment in 
plant and equipment with indications 
of an outlay of nearly $2 billion, com- 
pared with $1.46 billion in 1956 and 
$1.02 in 1955. It now appears, how- 
ever, that chemical managements are 
re-evaluating their expansion programs 
for the immediate future. Although the 
McGraw-Hill survey of capital spending 
intentions completed last April showed 
expenditures by the chemical industry 
holding near the record 1957 anticipa- 
tion through 1960, there is evidence 
that many of these programs are now 
considered overly ambitious in light of 
current and projected near-term pros- 
pects. While difficult to prove, it is be- 
lieved in many quarters that a declining 
stock market also has a dampening ef- 
fect on enthusiasm for capital spending. 





THE FLINTKOTE COMPANY 


New York 20, N. Y. 


’ 

’ 

’ 

’ 

’ 

’ 

‘. 

‘ 

’ 

‘ 

’ 

’ 

’ 

’ 

’ 

’ 

H 

A quarterly dividend of $1.00 per $ 

share has been declared on the . 

$4 Cumulative Preferred ! 

Stock payable December 15, 1957, $ 

to stockholders of record at the $ 

close of business November 20,1957. $ 

A quarterly dividend of $.60 per $ 

share has been declared on the $ 

Common _ Stock* payable De- } 

cember 16, 1957, to stockholders } 

of record at the close of business $ 

November 20, 1957. : 

A special stock dividend, has been $ 

declared, payable in Common 3 

Stock of the Company at the rate ‘ 

of 1 share of Common Stock | 

for each 20 shares outstanding, pay- § 

able December 16, 1957, to com- $ 

mon stockholders of record at the § 

close of business November 20, § 

1957. No cash dividend will be { 

paid at this time on the 5% Com- § 

mon Stock dividend here announced. § 

WILLIAM FEICK, Jr., Treasurer $ 

’ 

November 6, 1957. 4 
- 7 

th consecutive ! 

] ] 7 dividend H 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 31 

25/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 8 

26/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 40 

301 cents per share. 












The above dividends are pay- 
able November 30, 1957, to 
stockholders of record No- 
vember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, No- 


vember 29. 











P.C. HALE, Treasurer 
October 18, 1957 
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Definite statements by top chemical 
managements have thus far been few on 
spending in 1958 but those that have 
been forthcoming (i.e. Dow Chemical 
and National Distillers & Chemical) 
have implied further record outlays. 
but the feeling here is that there will be 
a little publicized and barely discern- 
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THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
141st Common Dividend 


The Board of Directors has declared a 
regular quarterly dividend of 60c per 
share on the Common Stock of the 
Company, payable on December 2, 
1957 to stockholders of record at 
the close of business on November 
18, 1957. 


GEORGE SELLERS, Secretary 
November 6, 1957 

















h. J. Reynolds 
Tobacco Company 


Makers of 
Came!}, Cavalier, Winston & Salem 
cigarettes 
Prince Albert, George Washington 
smoking tobacco 











QUARTERLY DIVIDEND 


A quarterly dividend of 99 
cents per share has been de- 
clared on the Common and 
New Class B Common stocks 
of the Company, payable 
December 5. 1957 to stock- 
holders of record at the close 
of business November 15, 1957 


W. J. CONRAD, 


Secretary 
Winston-Salem, N.C. 
October 10, 1957 








able cutback in new plant programs as 
we move into 1958. While it is academ- 
ically correct that the time to expand 
is during periods of slackened business 
activity, it is another thing to sell such 
a program to stockholders. 


PETROCHEMICALS 


This group presently accounts for 
about 26% of the total annual tonnage 
output of chemicals. The value of petro- 
chemicals to total chemical output has 
risen to 55% and is still increasing. It 
is estimated that in ten years they 
will represent over 45% of total out- 
put of chemical tonnage and 71% of 
all chemical output value. Petrochem- 
icals have been growing at a rate in 
excess of 15% annually and conversely 
have been attracting a substantial por- 
tion of capital expenditures — about 
50% of the total in 1957. This marriage 
between the petroleum and chemical in- 
dustries produces such standbys as 
ethylene, ammonia, butadiene and pro- 
pylene. This year $900 million will be 
spent for equipment and attendant ser- 
vices and projections call for growth to 
continue unabated through 1967. 


PLASTICS 


As an example of expanded use of 
plastics, one of the ethylene derivatives, 
polyethylene, has been growing at a 
rate that outstrips even petrochemicals 
as a group. At the present time markets 
are absorbing 550 million pounds an- 
nually, but this figure is due to expand 
to 1.2 billion pounds by 1962, accord- 
ing to the latest survey. The bulk of 
this growth can be attributed to outlets 
which polyethylene has created for it- 
self, including pipe, containers, elec- 
trically insulated housewares, dies and 
packaging film. Since its introduction 
and general availability, polyethylene 
has grown at a rate of 45% annually. 
Spencer Chemical predicts an average 








GAS 


TENNESSEE 


TRANSMISSION COMPANY 


AMERICA'S LEADING TRANSPORTER OF NATURAL GAS 


HOUSTON, TEXAS 
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DIVIDEND 
NO. 41 








The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable December 16, 1957 to 
stockholders of record on November 


1957. 
22, 1957 J. E. IVINS, Secretary 











increase of 30% annually over the n>xt 
several years. Major producers besi les 
Spencer include Allied Chemical, !)u- 
Pont, National Distillers, Koppers Com- 
pany, Eastman Kodak and Union Car- 
bide. 


AGRICULTURAL CHEMICALS 
At present over-capacity exists in 
synthesized agricultural chemicals. Am- 


(Continued on page 1106) 








GENERAL 
PRECISION 
EQUIPMENT 

a) CORPORATION 


NOTICE OF DIVIDENDS 


The Board of Directors has declared 
the following dividends, each pay- 
able December 15, 1957, to stock- 
holders of record at 3:30 PM, 
November 27, 1957: 





$4.75 CUMULATIVE PREFERRED STOCK 
A quarterly dividend of $1.18% per 
share. 


$1.60 CUMULATIVE CONVERTIBLE 
PREFERENCE STOCK 
A quarterly dividend of 40 cents 
per share. 


$3 CUMULATIVE CONVERTIBLE 
PREFERENCE STOCK 
A dividend of 75 cents per share. 


COMMON STOCK 
A dividend of 60 cents per share. 


E. B. HENLEY, JR., Secretary 
November 12, 1957 








IBM 


171StT CONSECUTIVE 
QUARTERLY DIVIDEND 


STOCK DIVIDEND 


The Board of Directors of 
International Business Ma- 
chines Corporation has today 
declared a quarterly cash divi- 
dend of $.60 per share, pay- 
able December 10, 1957, to 
stockholders of record at the 
close of business on November 
13, 1957. The Board of Direc- 
tors also declared a 214% stock 
dividend, payable January 28, | 
1958, to stockholders of record | 
on January 6, 1958. 
Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
October 29, 1957 











INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 








TRUSTS AND Es- ATES 
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DEALERS IN 


NovemBer 1957 


State, Municipal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


CHASE MANHATTAN 
BANK 


Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 
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EQUITY CHANGES IN COMMON TRUST FUNDS 


OMMON STOCKS OF 186 COMPANIES 
C were newly purchased or completely 
sold out by one or more of the 140 
Common Trust Funds that reported to 


ministrators of such funds have re- 
ported changes as of a recent quarter 
instead of covering a fiscal year. 

In the list below the number of funds 


chases column. The number that elimini- 
nated a stock from their portfolio is 
recorded in the “S” or sold out column, 
The final “H” column gives the total 





— 











TRUsTs AND EstaTEs their equity changes (out of the 140 reporting) that during number of Common Trust Funds (not 
for the quarter ended September 30, the quarter added a stock to their hold- limited to the 140) that hold the stock 
1957. This is the first time that ad- ings is shown in the “N” or new pur- according to the latest information. 
Drucs, Foops, Tosacco NS H NS H NS H 
Ns H American Brake Shoe —... 1 6 Pennsalt Chemicals . 4.49 Qhie Off Ec 1 $1 
Aimee. Gee, a 1 78 Pitney-Bowes ‘ee: | 2 Phillips Petroleum 2 133 
American Home Products - 1 51 American Cyanamid — 21107 Pittsburgh Plate Glass ORES o Ss Gee Oe 1 11 
Amer. Tobacco - 1 44 Amer. Rad. & St. San... _ 2 12 Radio Corp. of Amer. = 1 18 St. Joseph Lead _ 1 « 
Beechnut—Life Savers 1 5 Amer. Smelt. & Ref. 2 21 Reliance Elec. & Eng. 1 2 Shell Oi] — a ae 
Best Foods ——..--. 1 3 Amer. Viscose Sa. Ble A I ny I 1 i Siete OR os. 1 39 
Coca Cola -.... 1 11 Anchor-Hocking Glass ___ 1 7 Spencer Chemical 1 4 Socony-Mobil Oil me 2 120 
Colgate-Palmolive _____. 1 18 Armstrong Cork... 1 89 Sperry Rand 11 17 Standard Oil—California 4 88 
Corn Products Refining ----- 1 54 Borg-Warner _____ 1 35 Sprague Electric Re 2 Standard Oil—Indiana 13 198. 
General Foods -.... -1 102 Gaterpillar Tractor 11 42 Sylvania Elec. Prod. -— 1 13 Standard Oil—Kentucky 2 3 
General Mills —....... --- 1 30 Chicago Pneumatic Tool —. 1 2 Texas Gulf Sulphur _. _. 1 86 Standard Oil—New Jersey 1 172 
Jewel Tea — -- 1 13 Chrysler _2 12 Thompson Products —......... 1 14 Standard Oil—Ohio 1 8 
Liggett & Myers Tobacco --12 13 Gineinnati Milling ‘Maden os) 1 Timken Roller Bearing 1 3 Texas ee 3 1 152 
National Dairy Products —.. 21120 Gjyett Peabody 1 3 Union Bag-Camp Paper 1 24 U. S. Steel _. 11 48 
National Tea 1 4 Golumbian Carbon _ 1. 4 Union Carbide 1 167 
Parke Davis —_.-..---- 1 26 Continental Can eee: | 63 United Aircraft > a ' 
Penick & Ford SAS | 6 Corning Glass Works . a | 23 United Carbon — ...__.. 1 4 Pustic UTILITIES 
Pet Milk .... ~~~ Ll 1 Grown Zellerbach 5 41 U.S. Gypsum 1 59 
Pillsbury Mills -—.............. 1 10. Dears _ 12 26 U.S. Rubber 1 7 Amer. Tel. & Tel. ee 2 169 
Procter & Gamble _.. ae = Diamond Alkali rae 5 Westinghouse Elec. os 7g Baltimore Gas & Elec. - 1 46 
R. J. Reynolds Tobacco __... 41 39 pow Chemical 2 0 Whielsdl Beneer -” 1 Boston Edison _ 1 20 
Swift & Co. 4 18 presser Indust. 1 S duke & Sees 1 3 Central & South West : 1 4\~ 
United Fruit : 2 30 qu Pont _.. .- $8 150 Sentth Bedi a , 9 Cincinnati Gas & Electric 11 38 
Warner-Lambert Pharm -_ id 2 Firestone Tire & ea. 1 34 site + ra Cleveland Elec. Ilum. 2 56 
. Food Machinery & Chemical 2 20 Columbus & So. Ohio El. - 1 7 
FINANCIAL & INSURANCE Ford Motor PO rly ah Bilan ee eon 1 26 MERCHANDISING & es — . 87 
American Insurance ..._. 1 14 Freeport Sulphur ee: eee onsolidated Edison 2 36 
hesaiaain Investment a 6 General Electric 1 = 182 MISCELLANEOUS agi Pra ; 1 
Bank of America 1 11 Peg = - : 1 a oa me! © Dueetes Lists . « 
Commercial Credit ex 40 \& a <M eres - Wadawutad Devk Ster . Se Sieeita Pemee & thes s 13 
Continental Illinois Nat. Bk. 1 31 3B. F. Goodrich ae Se ee ee ee See. ee ee re Ses 
Continental Insurance _..... 1 4g W. BR. Geace geese | g Kroger S -2£ 2 BZ General Public Utilities 1 - 
Employers Reinsurance _. 1 09 Hooker WMigktvadhemical . =e 3 15 May Dept. Sinees ; 1 43 Gulf States Utilities 1 31 
Fidelity-Phenix Fire Ins. _. 1 92 Ideal Cement —... 1 5 z. & Pemwr .__. 4 114 Indianapolis Power & Light 1 19 
Fire Rae of Phila. Lee 1 13 Industrial Rayon -.... — 1 6 Sears, Roebuck _11124 New England Electric 1 12 
Fireman’s Fund Ins. _ 1 31 International Bus. Machs. .... 1 31 Winn-Dixie Stores : 2 Niagara Mohawk Power 1 56 
First & Merchants Nat. Bk. _ 1. 9 International Harvester 1 74 Woolworth 1 46 Northern Nat. Gas _. 1 35 
First Nat. Bk., Chicago 1 4 International Paper - 1 67 Northern States Power 1 22 
First Nat. City Bk. of N. Y.3 96 1T.E. Circuit Breaker 7 a Philadelphia Elec. 2 68 
Guaranty —— ¥. £2 oy gyal 1 ~ PeTROLEUM, Mintnc & MErTAtLs Public Service Elec. & Gas . 1 36 
Hartford Fire Ins. 1 19 _ ee 3 ee ae : 39 
Sinn: Soatiaine 1 17 Kimberly Clark : 3 18 Aluminum Co. of America _ 21 40 nic peng Soar 1 
Household Finance - 1 12 Lehigh Portland Cement —. 1 7 Armco Steel 1 22 S sal a a 
“ Southern California Gas - 1 1 
Mellon Nat. Bk. & Tr. 1 3 Lily-Tulip Cup 1 4 Bethlehem Steel 1 ee = 
‘ : Southern Colorado Power 1 1 
North River Ins. a 1 Marathon Corp. 11 11 Bridgeport Brass 1 1 Wielete Mike & Power 11 5A 
Phila. Nat. Bk. 1 16 Master Electric 1 0 Copperweld Steel : « eee — ye 
Travelers Insurance - & 19 McGraw-Edison 1 1 Halliburton Oil Well United Ges re 
U. S. Fidelity & Guaranty .. 1 10 Mesta Machine 1 2 Cementing 3 17 Wisconsin Elec. Power .= 
U. S. Nat. Bk., Portland 1 2 Monsanto Chemical 3 3 60 Kennecott Copper 1 2 103 
Nat. Distillers & Chemical... 1 4 Louisiana Land & ANS : 
INDUSTRIALS Otis Elevator __ 1 22 Exploration 1 3 seeeneiaememens 
Allied Chemical & Dye z 2 76 Owens Illinois Glass 1 65 National Lead 1 81 Louisville & Nashville R.R. 1 11 
Allis Chalmers Mfg. .. 1 36 Oxford Paper 1 1 National Steel 2 43 Union Pacific R.R. 11 55 
MEMOS grapher. Consequently, the world’s economy as a whole. But it is difficul! 


(Continued from page 1104) 
monia is a prime example, as facilities 
were seriously over-built during the 
past ten years. While these excess sup- 
plies, coupled with a declining farm in- 
come situation which now appears to 
have reversed itself, have caused price 
cutting and insufficient profit margins, 
the long-term future of companies en- 
gaged in the production of agricultural 
chemicals seems assured. The amount 
of arable land is more or less fixed, but 
world population is unquestionably 
heading upwards at a rate that has sur- 
prised even the most saturnine demo- 
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farmers will have to rely on increased 
use of chemicals to bolster productivity. 
Of the 4.8 million farms in 1956, 3.3 
million are commercial farms account- 
ing for 97% of the value ($30.2 billion) 
of farm products. An estimated three- 
fourths of these commercial farms buy 
fertilizers. In addition to plant food, 


insecticides are meeting with increas- 
ing acceptance. 
On these facts, it seems a fore- 


gone conclusion that the chemical in- 
dustry and_ representative common 
shares will enjoy a long range rate of 
growth well in excess of that for the 


to regard chemical equities as outstand: 
ing bargains in the market at the pres 
ent time. As a group, the shares seem 
in for further selling on balance fol- 
lowed by a protracted period of dull. 
ness. In retrospect, the present market 
will probably appear to have presented 
a buying opportunity. or- 
ented to the long-term view could con- 
sider additional purchases of Air Re 
duction, Allied Chemical, Dow Chem- 
ical, DuPont, Hercules Powder, !’ent 


salt Chemicals and Union Carbide 


Ropert H. STovatl 
E. F. HUTTON & 


Investors 


CO. 


TRUSTS AND Es‘ATES 
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MoneEY CONTINUES TIGHT 


The lot of the investor committed to 
a substantial position in fixed-income 
securities has been far from a happy 
one for the better part of the past two 
years. Rising money rates and receding 
prices for his holdings have registered 
severe shrinkage in valuation or actual 
loss if forced to sell, especially during 
1957. Conversely, declining prices and 
the competition of new offerings finding 
their place in the market have offered 
opportunities not seen for years to the 
fortunate managers of funds with a con- 
tinuing cash flow or to possessors of 
new money. Looking at ruling prices in 
the market, the question of whether 
bonds are bottoming out is being in- 
sistently asked. 

The three principal sources of spend- 
ing which directly affect the tone of 
business now appear to be in a static or 
declining phase. Capacity in mosi lines 
is now held to be ample or excessive 
and preliminary estimates by McGraw- 
Hill place 1958 outlays for expansion 
and improvement about $7 billion below 
this year. Individual income is. still 
holding up well, to judge from the De- 
partment of Commerce’s September esti- 
mate of a $346.5 billion annual rate, 
compared with $346.8 billion for Au- 
gust. Also, for the first nine months of 
this year, the figure is $342.3 billion 
against $324.1 billion for 1956, proof 
that there is room for quite a bit of belt- 
tightening before any pinch is felt. 

On the other hand, it is not unreason- 
able to have certain mental reservations 
about continuation of this high rate of 
income if employment begins to taper 
off. Likewise, if confidence in the eco- 
homic picture wanes—and there is 
nothing which dampens public spend- 
ing ardor more quickly than fears of 
une:»ployment — saving may become 
mo: of a virtue than spending. In the 
Gov -rnment area, every subterfuge is 
heii; used to stay within the legal debt 
ceil\g. Despite the successful, and dis- 
con rting, launching of the two sput- 
nik: it is still uncertain that the Ad- 
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ministration will take the rubber bands 
off the national bankroll to finance a 
crash missile program to regain lost 
scientific ground. In short, unless the 
weight of logic is sadly awry, the out- 
look is for lessened demand for money 
in coming months. 


Whatever slack may occur in indus- 
trial financing seems slated to be count- 
ered in part by demands from state and 
municipal sources for funds for new 
public facilities. As reported by the In- 
vestment Bankers Association of Amer- 
ica, the third quarter set a record of 
nearly $1.5 billion new offerings and, 
in spite of tight money conditions all 
year, total sales for the twelve months 
should be around $6.6 billion, the best 
for any year except 1954, which topped 
$7 billion. The backlog of authorized 
and unsold issues remains large, with 
nearly $3.4 billion of $5 billion voted 
during the last 15 months still unsold 
as of October Ist, but the offset to this 
is that less than $600 million of new 
proposals went before the electorate this 
November, or about 25% of the 1956 
volume. 


The Federal Reserve authorities do 
their own prognosticating but they are 
notably chary of tipping their hands in 
public utterances. In a recent speech, 
President Hayes of the New York Fed- 
eral Reserve Bank noted that “the time 
may come when it will be necessary and 
appropriate to follow an entirely differ- 
ent policy from that of the last two and 
a half years.” However, he added that 
the occasion for a major move might 
be some distance ahead and that he was 
attempting no prediction. 


Some students of the money markets 
have come to the conclusion that there 
will be no real easing in the Fed’s atti- 
tude until evidences of business slacken- 
ing are more out in the open than now, 
bearing in mind that Reserve officials 
believe that their 1953 policy reversal 
was somewhat premature. It will be re- 
called that the low point of the bond 
market was reached in early June of 
that year. The pressure of dissenting 


comment was then so strong that some 
$1.2 billion was put into circulation 
through open market purchases, fol- 
lowed by a reduction in reserve re- 
quirements in July and another $1.5 
billion of purchases over the balance of 
the year. This turnabout produced a 
swing from June to November from 
3.12% to 2.64% in the yield of Moody’s 
Municipal Average (AAA). 

To call the turn on money rates or 
Federal Reserve timing is a tricky pas- 
time but logic appears on the side of 
a constructive position in the bond 
market at this time. Even if relaxation is 
still some time away, the chances of 
tighter money seem remote. Present 
yields in fixed income securities offer 
opportunities not available for many 
years and any favorable action on the 
part of the Board would inevitably be 
reflected in higher prices. From recent 
comments of a good number of trust 
investment officers, the consensus is that 
bonds are now about as low as they 
are likely to go and that they are a 
buy, subject to reasonable protection 
against premature retirement through 
call features or sinking fund operations. 


MarKET LISTENING Post 


Now that comparative newcomers to 
the stock market wars have seen at first 
hand how security values can fade away 
when sentiment changes, price levels of 
only a few short months ago look pretty 
silly and the heights reached by the 
blue chips and “glamor girls” in June 
and July appear downright insane. The 
President’s ill-health and international 
news breaks have caused sharp but 
short-lived flurries on the down side on 
several occasions in recent years but 
these cannot be compared with the 
slightly over three months’ decline from 
mid-July to October 22nd when 100 
points were lopped off the D-J industria! 
average. 

The old saw that a fool can ask ques- 
tions to stump a wise man is especially 
applicable to such a fluid affair as the 
stock market. The rapidity and depth 
of the decline pose questions, however, 
to which investors always seek answers, 
so perhaps it may be worthwhile to re- 
port the gist of opinions expressed by 
investment men, ranging from trust 
officers to professional investment ad- 
visers, to which this department has 
been exposed during the past several 
weeks. These have been gleaned from 
both within and without New York City, 
in other Eastern areas and on a swing 
through the Middle West. 

Without trying to be technical as to 
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whether this is a “bear market,” the 
fact remains that the upward thrust has 
been reversed and the so-called resist- 
ance area around 455-65 on the D-J 
industrials decisively violated. The mar- 
ket must now adjust itself to the outlook 
for 1958. Here one finds an assortment 
of views ranging from a D-J industrial 
low of 340, another at around 350, still 
another who sees 375 as a reasonable 
target. A majority is convinced that no 
firm base will be established until 400 
has been passed. 

If these majority views pan out, par- 
ticularly in the lower areas, the market 
could well have a long period of work 
before it, possibly a year or more. Other 
seers believe that 1958 business will 
continue in good volume and that con- 
sumer spending will hold reasonably 
firm and that the worst we shall suffer 
will be readjustment, rather than re- 
cession, in which event stock prices 
might start moving upward sooner. Per- 
haps a fair appraisal of sentiment about 


the business outlook, as of right now, 
is that it won’t be too bad and that 
most reduced indices will still represent 
a healthy volume. There will be in- 
creased competition and profit margins 
will continue under pressure but no- 
body voiced fears of severe deflationary 
forces. One new factor appears to be 
the Russian achievements in space mis- 
siles which some informants believe 
will act as a spur to continued activity. 

Although the market has not yet 
found a new base, the opinion was ex- 
pressed that opportunities might later 
appear in such groups as: rubber, 
paper, cement, chemical, building ma- 
terials and natural gas. There also is 
more interest in consumer goods com- 
panies, which have fared rather poorly 
in investor regard during the latest 
boom in heavy industrial and capital 
goods industries, such as retail busi- 
ness, food stores and products, tobacco 
and containers. Also, the drug com- 
panies, selected electronic manufactur- 














Dated November 1, 1957 


BLYTH & CO., INC. 
HARRIMAN RIPLEY & CO, 
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LEHMAN BROTHERS 


A. C. ALLYN AND COMPANY 
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This announcement is neither an offer to sell nora solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$250,000,000 


American Telephone and Telegraph 
Company 


Twenty-Six Year 5% Debentures 
Interest payable May 1 and November 1 in New York City 
Price 101.461% and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the under- 
signed as may legally offer these Debentures in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
GLORE, FORGAN & CO. 


KIDDER, PEABODY & CoO. 
STONE & WEBSTER SECURITIES CORPORATION 
A. G. BECKER & CO. 


HORNBLOWER & WEEKS 


PAINE, WEBBER, JACKSON & CURTIS 


Due November 1, 1983 


GOLDMAN, SACHS & CO, 
LAZARD FRERES & CO. 
SMITH, BARNEY & CO. 
WHITE, WELD & CO. 
DREXEL & CO. 
Incorporated 
W. E. HUTTON & CO. 


F. S. MOSELEY & CO. 
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ers and bank stocks came in for favor. 
able mention. 

One final item of uncertainty remains 
in the unsettling effects which another 
round of union labor demands could 
bring to industry. Labor leaders have 
some impressive statistical ammunition 
in the steadily rising price level of the 
last year. As consumer purse strings 
tighten, the movement of goods at 
higher prices may well tend to slow 
down and this possibility is worrying 
both Administration officials and in. 
dustrial leaders. 


TRIAL BY FIRE 


Activities of the Institutional Invest. 
ors Mutual Fund, Inc., shares in which 
were owned at the September 30th re. 
port date by 71 New York state savings 
banks, have been detailed in this column 
from time to time as of interest to stu- 
dents of institutional investment prac- 
tice but this is the first occasion when 
a reckoning has followed an appreciable 
downward movement in stock prices 
such as occurred during the third quar- 
ter. Naturally, the decline was reflected 
in this all-stock fund in a per share 
valuation of $153.35 at September 30th 
against the high of $168.77 on July 
10th, both based upon the 10 for 1 
share split effective in mid-September. 

During the quarter, new participa- 
tions brought in about $1.7 million and 
about $1 million was used to increase 
stock positions in 22 companies but no 
new names were added. Reserves for 
possible later purchases of stocks were 
built up through addition of $850,000 
in Government bonds. On the sell side, 
five commitments were closed out, 
American Can, Kennecott Copper, Li- 
quid Carbonic, Phillips Petroleum and 
Sylvania Electric and holdings of the 
following companies reduced, Climax 
Molybdenum, Commercial Credit, 
Crown Zellerbach, General Motors. In- 
ternational Paper, Northern _ States 
Power, Ohio Oil and Virginia Electric. 
Stocks of 68 companies were held. 

Proceeds of sales were about $1. 
million and realized profits rose during 
the quarter from $92,000 to $255,000. 
in spite of the fact that no effort is 
made to build up this figure; in fact, 
highest cost shares are designated wher 
partial commitments are sold out. Total 
unrealized gain, despite market attri 
tion, stood at just above $4.5 million. 

The fund’s operations will continue 
to be scrutinized to see how effectively 
it can produce on balance that ext 
margin of income for which i° wé 
originally established. 
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on the World’s Courtyard cee 


In this dining room, high above the teeming activity of downtown 
Manhattan, these four people are about to enjoy a pleasant lunch. Two 
are watching a great liner steam up New York harbor. In a sense, the 
situation symbolizes the stature and position of the City Bank organ- 
ization: first in world-wide banking; its main office located in the heart 
of the financial community; its facilities and sources of information 
spanning all of the continents and seas of the world. 


Previously this luncheon foursome had been discussing an invest- 


ment plan for the lady and her son, who will soon be entering college. 


The investment men are both experienced Trust Company executives, 
Mr. Charles Piedmonte, inthe foreground, and Mr. Charles Goodfellow. 

For serious, substantial investors, our Investment Advisory Serv- 
ice very definitely deserves serious, and prompt consideration. May 
we point out that our booklet, “How To GET THE MOST OUT OF YOUR 
INVESTMENTS . is free upon request? 








A Full Cycle for Trust Investments 


ourrtes TO Depts AND Back AGAIN 


RUSSELL J. CLARK 


Vice President, Marine National Exchange Bank, Milwaukee, Wisconsin 


HE CORPORA OF THE EARLY TRUST 
2 eal equities in the form of real 
estate and livestock—the usual form of 
wealth in those agrarian days. An estate 
owner or beneficiary was wealthy in di- 
rect proportion to the value of his land 
and stock. As other forms of wealth 
developed, a country squire, city mer- 
chant or shipowner added to his wealth 
by acquisition of coin, or interests in 
domestic or foreign ventures and in- 
tangibles such as mortgages and notes 
of his less well-to-do neighbors. 

With the industrial revolution, bonds. 
debentures, preferred stocks and other 
fixed return securities came into being, 
and the sacred cow of “conservation of 
principal” for trusts grew stronger gen- 
eration by generation. As a result, port- 
folios of trust accounts became more 
and more heavily invested in govern- 
ment bonds and mortgages, except in 
Massachusetts, where the “prudent 
man” theory of investment was born in 
1830. Maintenance of the dollar value 
of trusts was the criterion by which the 
trustee was judged. Stocks were, and 
even today are, considered by some 
states speculative and are not legalized 
as trust investments. In Wisconsin, as 
late as 1940, one legislator violently 
attacked the Prudent Man rule as cer- 
tain to bring ruin to widows and or- 
phans, since unscrupulous stock brokers 
would unload on trustees worthless se- 
curities they could not otherwise dis- 
pose of “. . . and when the next de- 
pression came, there would be nothing 
left for the poor trust beneficiaries.” 


Back to First Principles 


Only now are we beginning to realize 
that trust investments are coming full- 
cycle, as it were, through recourse to 
equities as a principal source of trust 
investment. Older trustmen still cannot 
forget the nightmare years of 1929-34 
when property values and income were 
drastically reduced or disappeared en- 
tirely. The sorry performance of many 
supposedly invulnerable bonds at that 
time was a _ powerful lever toward 
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broader investment in equity ventures 
which could at least offer a share in 
the fruits of prosperous periods. 

A study of estates which paid Fed- 
eral Estate Taxes and which were pro- 
bated over the past 15 years by the 
Marine National Exchange Bank of 
Milwaukee discloses that approximately 
56% of the average estate is repre- 
sented by common stocks.* Including 
real estate, equities represent about 
65%. After taxes, administration ex- 
penses, debts and claims, the common 
stock portion rises to close to 80%, as- 
suming that cash and its equivalent 
were used to pay the Federal Estate 
mortgage which Uncle Sam has on the 
average estate. Not only does Mr. Es- 
tate Owner generally have the major 
portion of his assets in common stock 
and other equities, but an increasing 
number of testators and creators of 
trusts are specifically indicating that 
larger portions of their trusts may be 
invested in common stocks. 


13 “Reasons Why” 


What has caused the average estate 
owner to conclude that he should have 
a substantial portion of his estate in 
equities? Will he change his mind if we 
run into a reversal of the economy and 
seek protection in static investments? 
What are the factors behind today’s 
high percentage holding of equities and 
how long will they operate to keep our 
economy at the highest level in history? 

The more important influences ap- 
pear to be: 


1) Realization that the dollar has 
been declining steadily in purchasing 
power, especially in the last 20 years. 
Obviously, the sophisticated investor 
has concluded he must place his funds 
in dynamic, rather than static, invest- 
ments. Like the dairy farmer with a 
cow who is a poor producer, the in- 
vestor has come to feel that the static 


*Also see TRUSTS AND ESTATES, April 1957 
(Newsorama) for Treasury Dept. data on compo- 
sition of estates filing Federal Estate Tax Returns 
in 1954. 


investment is a “free boarder” 
does not pay its way. 

2) Realization that tax laws have 
virtually closed the door to building an 
estate through savings. 

3) With the emergence of the pub- 
licly-held corporation, a growing recog- 
nition of the importance of manage- 
ment. The hired manager has emerged 
as the most important cog in the cor- 
porate setup. 

4) Introduction by management of 
intensive research with a resultant flood 
of new products. 

5) General belief that labor 
will continue to rise over the years, 
with higher costs and decline in dollar 
purchasing power. 

6) The worker’s better standard of 
living has in turn strengthened the 
economy, so that it has been able to 
take adverse trends in certain segments 
of business without panicking. 

7) Automation has_ reduced _ total 
labor costs despite wage increases, thus 
increasing ability of corporations to re- 
port higher earnings. 

8) The large corporation with tre- 
mendous resources is a stabilizing in- 
fluence with courage to build produc- 
tive capacity for the future. 

9) Existence of both governmental 
and company pension and profit-sharing 
trusts reduces financial insecurity and 
assists maintenance of purchasing 
power for the older segment of our 
population. 

10) The growing importance of the 
economist in the corporate organizatioa 
encourages forward planning. 

11) Recognition of population 
growth, both in the United States and 
the world. 

12) Future demands for the gradu- 
ally rising “submerged” populations 0 
certain nations. The airplane, radio. 
television, moving pictures and _ othe! 
modern inventions have radically di 
minished the size of the world. Throug 
knowledge of the high standard o 
American living, the above media have 
caused other peoples to want tc il 
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crease theirs as well. It may take time 
to get those wants fulfilled but their 
existence will demand products to sat- 
isfy them. 

13) Last, but not least, the firm con- 
viction of informed observers that those 
in power in government must and can 
manage politics and business to elimi- 
nate other than rolling readjustments 
to the economy. 


Trustees Need Courage—And 
Balance 


If we grant that the estate owner of 
today, for these reasons, or possibly 
others, is concentrating more of his 
wealth in equities, with every prospect 
that the trend will not reverse itself, 
regardless of dips in our economy, 
what should be the future policy of 
corporate trustees on equity 
ments? 

The annual reports of common trust 
funds show that most trust institutions 
are definitely in line with the thinking 
of individuals; whereas a few years 
ago the average fund had 30/35% of 
its portfolio in common. stocks, the 
latest figures show about 55% in com- 
mon equities.” Investment portfolios of 
educational institutions show an aver- 
age of 56.5% of their portfolios in com- 
mon stocks. These figures are a long 
way from the *30s when the stock per- 
centage was small and trustees bought 
with trepidation as to results if any 
trust should terminate at the wrong 
time in the business cycle. 

Specializing in investing funds for 
others and holding ourselves out as ex- 
perts in the field, we cannot afford to 
run the risk of being branded followers 
rather than leaders in the field in which 
we profess proficiency. We cannot, for 
the good of the trust business, accept a 
defeatist or pessimistic view of the 
economy. On the other hand, we should 
not be foolhardy in our approach to 
the problem. We are always walking a 
\ightrope and balancing our life tenants’ 
and remaindermen’s interests against 
their respective needs and demands and 
against our risks and responsibilities. 

Trustmen owe it to themselves, then, 
‘o conduct their business so that they 
may (1) justify their raison d'etre, 

:) maintain a proper return for the 
‘fe tenants, (3) turn over the principal 
io the remaindermen in such shape 
(iat it has reasonably kept pace with 

e economy, and (4) avoid, on one 

ind, financial losses due to unsound 

anagement and on the other hand, 

e loss of reputation due to weak lead- 


*See TRUSTS AND EsTaTEs, April 1957, p. 635. 
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ership in the investment field. Only by 
taking a dynamic attitude toward equity 
investments can we fulfill our duty in- 
stead of simply meeting our bare legal 
responsibility as fiduciaries. 

A A A 


Directors’ Duties Summarized in 
N. Y. Banking Department Booklet 


A new booklet—“The Bank Direc- 
tor’s Responsibility: A High Public 
Service”’—has been published by the 
New York State Banking Department. 
Its opening summary of the director’s 
duties includes a discussion of five 


“trouble spots.” These are: a full 
knowledge of the law; avoiding too 
much reliance on executive officers; 
careful attention to examiner’s com- 
ments; avoidance. of favoritism; and 
regular attendance at meetings. 


Following this introduction to the 
director’s task, the booklet presents 50 
pages of law excerpts affecting bank 
directors, among them the sections on 
directors’ examinations, preservation of 
records, investments for fiduciaries, 
common trust funds, and fiduciary ca- 
pacities. 
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When you need a fiduciary in Chicago, 
American National Bank and Trust Company 
is prepared to meet your requirements fully and 
efficiently. 


The experience and interested co-operation of 
our Trust officers has assisted many attorneys to 
achieve their purposes, for individuals, estates, 
or corporations. We invite you to call, or write, 
concerning any of our trust department services. 


American National Bank 


FRANKLIN 2-9200 6 





and Trust Company of Chicago 


LA SALLE AT WASHINGTON, CHICAGO 90, ILLINOIS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Bank 2%s, 9/15/72-67 —___ % 3.76 3.67 325 38.77-8.10 3.52-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 24s, 12/15/72-67 —-.......-. “¢ 3.68 3.64 3.23 3.72-3.08 3.51-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
I CI ow acericncenteccemnes: OE 3.67 3.65 3.29 3.69-3.21 3.45-2.59 (b) (b) (b) (b) 
I isa cacao % 3.58 3.56 3.26 3.60-3.20 3.42-2.94 
2. Corporate Bond Yields 
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3. Tax Exempt Bond Yields 
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A Rated Long Term  -...................... % 3.74 8.94 31 3.98-3.31 3.75-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term -................... % 4.37 4.47 3.77 4.51-3.90 4.22-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
ee MO eH 4.68 4.62 4.29 4.68-4.31 4.44-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade —....______ % 5.60 5.45 4.91 5.60-4.99 5.28-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
IN oe nn. OF 4.61 -53 4.01 4.61-4.07 4.30-3.46 3.92-3.27 (e) (e) (e) (e) 
Memum Grade % 5.08 5.02 4.63 5.08-4.64 4.92-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
See eee . % 4.99 4.90 4.37 4.99-4.37 4.68-3.78 4.24-3.40(e) (e) (e) (e) 
Medium Grade ———...... % 5.26 5.18 4.66 5.26-4.76 4.87-4.18 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) --........ $133.59 188.73 146.17 157.66-133.59 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) —... aes 5.94 5.93 5.89 5.94-5.89 5.89-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields — 4.45 4.27 4.03 4.45-3.75 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
*Revised 
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The never-ending search for oil takes men to 
strange places—even to ocean floors. 


Here Mobil scientists, the first company team of 
research geologists trained as skin divers, probe 
the bottom of the Gulf of Mexico. 


From their findings have come clues which may 
lead to the location of new oil reserves to strength- 
en the Free World—to guarantee you a continu- 
ous and abundant flow of the thousands of 
products made from petroleum to enrich your life. 


Training geologists as skin divers is but one of 
Mobil’s pioneering methods of exploring new 
petroleum frontiers in a world where oil is 
ever more difficult and expensive to find. 


This progressive policy resulted in the first tap- 
ping of off-shore oil reserves out of sight of land 
—another example of Mobil’s master touch in oil. 


For more information about skin diving for oil, 
write to Room 2400, Socony Mobil Oil Co. Inc., 
150 East 42nd Street, New York 17, N. Y. 


SOCONY MOBIL OIL CO., INC. 


Leader in lubrication 
for 91 years 


3 














Rep. Core Evectep Director GENERAL 
OF INTERNATIONAL ATOMIC ENERGY 
AGENCY 


Rep. Sterling Cole of New York, 12- 
term member of the U. S. House of 
Representatives and former member of 
the Joint Committee on Atomic Energy, 
has been elected Director-General of the 
International Atomic Energy Agency 
with headquarters in Vienna, Austria. 

The Agency was launched last month 
at the initial conference of the nations 
which have ratified the treaty resulting, 
after three years of negotiation, from 
President Eisenhbwer’s “Atoms for 
Peace” proposal to the United Nations 
General Assembly in December of 1953. 

Mr. Cole, who has served on the Con- 
gressional Atomic Energy Committee 
since its inception and took the lead 
with Senator Hickenlooper in obtaining 
passage of the Atomic Energy Act of 
1954, was unanimously elected last month 
by the Board of Governors of the Agency 
and confirmed by the conference of all 
member nations. He will take over his 
duties December 1. 

Edward R. Trapnell, who has _ con- 
ducted the Trusts aNp Estates Nuclear 
Energy Report since September 1955, 
will take a leave of absence from his 
post as Director of the Nuclear Energy 
Division of Bozell & Jacobs, Inc., to join 
the staff of the International Atomic 
Energy Agency. 

Mr. Trapnell, who has been in atomic 
energy work for more than 11 years, both 
in and out of government, will continue 
as a contributor to T.&E., but the col- 
umn will be handled during his absence 
by Vincent Fowler, Vice President of 
Bozell & Jacobs who will have over-all 
responsibility for the firm’s nuclear 
energy activities. 











HE ATOMIC ENERGY INDUSTRY HELD 
‘te annual stocktaking last month 
in the form of a conglomerate meeting 
in New York of the Atomic Industrial 
Forum and the American Nuclear So- 
ciety, with a backdrop of a huge trade 
fair at New York’s Coliseum. 

Amid much blues-singing by develop- 
ers and builders of nuclear power re- 
acters, there was evidence of solid and 
continuing progress toward goals which 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


CosTs — THE UNSOLVED PROBLEM 


EDWARD R. TRAPNELL 


Director, Nuclear Energy Division, Bozell & Jacobs. 


three years ago were close at hand but 
today appear a decade away. 

Lewis L. Strauss, Chairman of the 
U. S. Atomic Energy Commission, told 
the assemblage of management repre- 
sentatives, engineers and scientists that 
U. S. atomic policy sought the estab- 
lishment at the earliest feasible time of 
“an independent nuclear power indus- 
try—independent in all its stages from 
concept to operation—independent from 
Government domination or subsidy.” 

Mr. Strauss said there was a compel- 
ling practical reason for this policy in 
terms of the major objective of achiev- 
ing economic nuclear power through 
enlistment of the “cost reducing incen- 
tives of industry.” He said these incen- 
tives would come, “when builders rather 
than government enjoy financial bene- 
fit from any economies and sustain the 
major burden from any overruns.” 

Mr. Strauss said he expected within 
a decade U. S. industry would have 
“completely taken over and assumed its 
proper independent role in the field of 
the peaceful uses of atomic energy.” 


*“Let’s Face Facts” 


There was no disagreement with Mr. 
Strauss’ predictions or his objectives, 
but Charles H. Weaver, vice president 
of Westinghouse Electric Corporation, 
voiced the feelings of a great many at- 
tendees at the conferences when he 
asked, “What do we do in the next ten 
years?” 

Mr. Weaver, who directs Westing- 
house atomic activities, said in what 
amounted to the keynote address of the 
sessions, “Let’s face facts. He said only 
large power producing reactors in regu- 
lar operational use in this country to- 
day are on the submarines Nautilus and 
Seawolf.” He then pointed out that only 
five large “utility type” plants have 
reached construction stage and that only 
one (AEC-Duquesne Light Co. project 
at Shippingport, Penna.) would be in 
operation before 1960. 


Acknowledging the tremendous stim- 
ulus given atomic development by the 
electric utilities, Mr. Weaver said, how- 
ever, that, “it would appear that the 
demonstrated performance of full scale 
atomic plants must precede any sweep- 
ing investment of private capital in this 
new energy source. I do not see how 
this can come about in less than ten 
years.” 

In answer to his own question as to 
what to do in the meantime, Mr. Weaver 
said, “I am sure that we all agree by 
this time that the nuclear power devel- 
opment bill is just too high for indus- 
try alone to pay in a short space of 
time.” 

Mr. Weaver said the foreign market 
for power reactors, in areas of the 
world short of fossil fuels, provided the 
opportunity which American industry 
seeks but that the “Government must 
recognize the limitations of American 
industry and support it in a more posi- 
tive and thorough manner than in the 
past.” 

He made a plea for better planning 
and suggested “a restatement of (Gov- 
ernment) objectives and program,” as 
necessary to industry’s planning in the 
atomic industry. 


Toward a New Policy 


Mr. Weaver may have been encour: 
aged by a report published shortly be- 
fore the Atomic Industrial Forum meet- 
ings. The American Assembly, a group 
representing a very broad spectrum of 
education, science and industry, meet- 
ing under the sponsorship of Columbia 
University at Arden House, Harriman, 
New York, said in a special report that 
“there is an urgent need for a thorough 
review of the United States atomic 
power program.” 

The Arden House conference, which 
included industrialists directly inter- 
ested in atomic development, surveyed 
the U. S. atomic energy picture end 
concluded that “the dependence of 
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private industry upon government as- 
sistance in atomic power development 
is inescapable. In such a situation, there 
will remain for a considerable time the 
problem of finding a formula for equit- 
able distribution of costs between the 
stockholder, the consumer and the tax- 
payer.” 

The group of some 60 leaders in 
many walks of life and all associated in 
some way with atomic energy work, 
said that in view of America’s energy 
resources, an extensive program of 
construction of large scale power reac- 
tors is not desirable, but that because 
of the time needed for development of 
nuclear power systems and the eventual 
energy demands in the United States, 
it is necessary for this country to “pro- 
ceed with research and experimentation 
with what appear to be promising types 
of reactors as well as with a vigorous 
nuclear research program.” The con- 
ferees observed that “the problem of 
the appropriate distribution of effort 
and cost between government and pri- 
vate enterprise has not yet been satis- 
factorily solved.” 

The report continued: 

“Given the unique problems involved 
in the development of economic atomic 
power, it is clear that government must 
continue to play a large role. In view 
of the time factor involved, private 
industry cannot alone absorb the cost 
of research, experimentation, and con- 
struction of atomic plants. Government 
financial support is necessary in the 
atomic power program. The necessary 
assistance may be supplied directly by 
government or by government support- 
ed research and development and 


through the supply of nuclear fuels and 
other materials and services priced with 
avowed reference to the necessity for 
government support. If such essential 
support would conflict with existing 
legislative restriction on subsidies, the 
law should be amended.” 

The possibilities of amending the 
law, or finding some pattern for con- 
tinuing government support of atomic 
power development work, were clearly 





indicated by Rep. Carl Durham, Chair- | 


man of the Joint Committee on Atomic 
Energy, who closed the three day meet- 
ing on a note quite consistent with that 


by which Mr. Weaver had opened it. 


Report from Britain 


The problems confronting American 


industry were highlighted by a report | 
from Britain, where the power business | 
is totally nationalized and fuel short- | 
ages make atomic power development | 


an immediate necessity. 
William Strath of the United King- 
dom Atomic Energy Authority told the 


New York conference that England does | 


not expect power from nuclear fuels to 
be competitive with power from other 
fuels for ten years, but she already has 


one plant working and four more under | 


construction with a total capacity of | 


1,250,000 kilowatts. 
“In your country,” said Mr. Strath, 


“there are great deposits of coal near | 
the surface; you have oil, natural gas | 
and hydro-electric resources in abund- | 


ance. In this situation, your research 
and development is aimed at a difficult 
target—a broadly based search for a 
system efficient enough to produce 
power at lower cost. 











Ccaveyor pipes for crushed uranium from mine shaft to fine-ore storage bin at Con- 
so.. dated Denison Mines’ new mill in Ont., From the fine-ore bin the ground material 
is pumped over the hill as a slurry of ore and water. 
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Man on the spot... 


That’s the typical institutional buy- 
er. A man responsible for investment 
decisions that involve the buying or 
selling of millions of dollars worth 
of securities. 

He’s expected to know stocks and 
bonds backwards and forwards — be 
an absolute authority on good buy or 
bad in any given market. 


His job isn’t easy. He can afford 
few mistakes — if any. He has every 
right to demand the ultimate in serv- 
ice from his investment dealer. 


for example— 


He takes for granted the fast, efficient, 
and careful execution of any orders he 
may place. 

He counts on day-in, day-out contact 
with someone who thoroughly appre- 
ciates his special problems and require- 
ments; who can always be relied on to 
keep him informed of any bids he might 
sell on—any offers he might care to 
accept. 

He prefers dealing with a major 
underwriter. Some firm that can provide 
participation in a wide variety of new 
offerings. Some firm that can make the 
best market in unlisted securities a fair 
share of the time. Some firm with the 
ability to dispose of sizable blocks of 
stocks or bonds with maximum speed 
and efficiency—and with a minimum 
effect on price. 

He appreciates sensible suggestions for 
purchase or sale, relies on his dealer to 
review, analyze, and evaluate all types of 
investment portfolios. 


Under these circumstances, we’re 
pleased, of course, that our list of in- 
stitutional clients has grown steadily 
over the years and that it presently in- 
cludes many of the finest banking and 
insurance firms in the business. 

If you feel that our Institutional 
Department might prove helpful to 
you at any time, Mr. R. J. Chval, our 
partner in charge of this department, 
invites your confidential inquiry. 


Merrill Lynch, 


Pierce, Fenner & Beane 


Members New York Stock Exchange 

and all other Principal Exchanges 

70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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Drawing of the world’s first atomic-powered merchant ship to sail in 1960. Babcock & 
Wilcox Company will furnish the nuclear propulsion plant. De Laval Steam Turbine 
Co. providing rotating machinery and feed auxiliaries with capacity of 10,000 D.W. tons 
and 60 passengers, the ship will travel 342 years — 350,000 miles — on one fueling. 





“The British position is radically dif- 
ferent. Our industrial economy was 
built on cheap coal. We have no signi- 
ficant resources of oil or natural gas, 
and we have not much water power. But 
many of our best coal mines have al- 
ready been worked out and the mining 
of more coal becomes progressively 
more expensive. As one example of this, 
the average depth of our coal mines is 
greater than the deepest mine in the 
United States. 

“Moreover, Britain is now spending 
some $700 million a year .on imports 
of fuel, largely oil—an expenditure 
which we can ill afford and one which 
is rising every year. The possibilities of 
nuclear power have opened up just 
when Britain stands in great need of a 
new source of energy. Its rapid devel- 
opment is essential for us.” 


Mr. Strath said that at the end of ten 
years, about one fourth of Britain’s 
power needs would be obtained from 
nuclear fuels. In defending the selec- 
tion of a gas cooled type of reactor for 
the early units in the British program, 
Mr. Strath said: 

“With a program of this magnitude 
—it will cost between $2 billion and 
$3 billion over the ten years—the first 
charge on our research and develop- 
ment must clearly be in support of this 
program. We have, therefore, had to be 
very selective in deciding how to dis- 
pose our effort among the ‘interesting 
possibilities which are continually being 
put forward by our scientists.” 


Research Payoff 


;When General Dynamics set up its 
General Atomics division, it was pre- 
t 








investors. 


operation with such clients. 


CHICAGO 








Investment Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 


Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 


BROWN BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 
59 Wall Street, New York 5 


PHILADELPHIA 


BOSTON 
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pared for a long pull investment. The 
company started work on the John Jey 
Hopkins Laboratory for Pure and A»- 
plied Science to provide its galaxy of 
scientists a place to work, but the sta‘f 
hasn’t waited for the completion of tlie 
laboratory to come up with what may 
be the first product of research to start 
a return on the investment. 

General Atomics exhibited at the 
New York Atom fair models of a new 
family of reactors with a unique fuel 
element. These are not power reactors, 
but are special reactors for training, 
isotope production and research, em- 
ploying a “solid homogeneous” core 
composed of uranium and zirconium 
hydride. 

A reactor which has the nuclear fuel 
combined with a moderator to slow 
down neutrons is known as a homogene- 
ous reactor. Most of the work on this 
type of reactor has been on fluid fuel 
systems, with the uranium fuel carried 
in an aqueous solution, but serious 
problems of corrosion and leaktightness 
have been encountered. Hydrogen atoms 
in water perform the slowing down 
work in both water reactors and aque- 
ous homogeneous reactors. GA scien- 
tists found that they could make the 
hydrogen atoms in the zirconium hy- 
dride do the job, with no plumbing 
problems. But the most important fea- 
ture of the new fuel, according to Gen- 
eral Atomic, is that a reactor fueled 
with the uranium-zirconium hydride 
fuel element will be what reactors de- 
signers call “inherently safe.” If the 
fission process goes too fast, with an 
increase above the designed level of re- 
activity, the reactor shuts itself off, and 
the shutting off doesn’t depend upon 
any electronic or mechanical safety 
mechanism. The nuclear reaction stops 
because of an inherent physical pheno- 
menon within the core without any time 
delay. 


& 2&2 Ab 


COLLEGES TO OPERATE OIL COMPANY 


Ten colleges have begun active opera- 
tion of the $10 million Sells Petroleum 
Corp. The company was left to them 
as part of the estate of Murray C. Sells 
who died in 1953. During the interim 
the company has been run by First Na- 
tional Bank, Dallas, executor of the 
estate. 


The company is operated under 4 
board of directors on which each school 
has one representative. It is the ‘irst 
time educational institutions have »var- 
ticipated in active oil operations as dis- 
tinct from just receiving royaltie. oF 
profits. 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 


Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 


light of the individual companies’ investment policies and objectives 








and the characteristics and qualities of the investments of these companies. 


These will soon be added to a revised short form index. 








No responsibility is assumed in so far as compliance with the Statemen( 
of Policy is concerned for the employment in whole or in part of the 
index by issuers, underwriters or dealers. Principal indices for Octobe: 
31, 1956 appear in the November 1956 issue and current income re 
turns based on October 31, 1957 offering prices are available on request. 
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National Investors ’ — 60.7 446.3 371.7 2.41 5.10 270.3 2.67 
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Selected American Shares ' 123.8 60.9 274.7 238.4 3.27 9.81 153.6 3.47 
Sovereign Investors - ihe — 62.5 211.3 176.8 4.13 1.50 143.3 4.17 
State Street Investment Corp. : 92.8 60.7 324.0 287.0 271 9.24 163.2 2.67 
Wall Street Investing Corp. (a) SS ae — — 363.5 313.3 3.14 1.31 288.1 3.37 e@ 
AVERAGE: STOCK FUNDS 107.4 62.5 $15.8 274.4 3.04 4,31 198.8 3.21 
500 STOCK INDEX (Standard & Poor’s)n _... 107.5 59.8 398.2 330.2 — = —_ — 
CONSUMER PRICE INDEX (B.L.S.)n _. — 99.7 208.2 — — =— os sates 























Base index number of 100 is the offering price on Dec. 30, 1939. 
COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 








COL. 17 represents figure obtained by dividing such dividends accruing 
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dates indicated are added all capital distributions to such date and the re- the annual period ending with the stated date by the average of the tw 
sultant sum is divided by the 1939 base offering price. month-end offering prices ending on the corresponding date. 

er CAPITAL GAIN DISTRIBUTION column (18) represents rcentage 
COL. 19 represents the current month-end bid (col. 16 less all capital distri- eer r a A . Pp pe g 
butions) divided by the 1939 base offering price. pcs pe lg any, from capital gains or any other source, for the cu 
INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORGANIZED AFTER 1939 are given an initial index nu 
panies out of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those : 
securities (excluding all capital distributions). or balanced funds in existence at the time. 
n—new revised series adjusted to 1939 base. _ t—-Adjustment for capital gains tax will be made in **Became Balanced Fund in 1945. 
(c)—regrouping awaits new detailed classifications. revised index. ***Not included in balanced or stock average. 
(a)—Does not reflect new acquisition cost. +Ex-dividend current month. 


~div L q ****Name changed from Nesbett Fund. 
Correction September 1957, Institutional Founda- @Principal index begins after 1939 base date. 


Dreyfus now in stock grouping; New England 
tion Fund, Inc. Column 18, 3.69. 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Fund Sponsors Widen Horizons 


NCE UPON A TIME, WHEN A MUTUAL 
() sponsor had a_ well-established 
and widely distributed fund, he was 
content to plug this one vehicle, relying 
on the dealer and salesman to show the 
prospective investor that, within reason- 
able limits, his particular product could 
indeed be all things to all people. But 
times have been working against this 
non-professional handling of the in- 
vestors’ needs. How could one talk at 
length about the advantages of certain 
growth stocks in a balanced portfolio 
of a fund with only a mediocre over-all 
principal performance during the rela- 
tively recent hey-day for such securi- 
ties? Or how discuss income of even 
less than 314% when triple-A corpor- 
ales paying close to 5% are being of- 
fered on the market almost weekly? 

Even so and more important, as the 
mutual people emerge from their age 
of puberty and become steadily more 
conscious of their responsibilities in 
connection with estate planning, the 
offering of a common investment nos- 
trum for all comers is certainly inde- 
fensible. The S.E.C. has scarcely been 
a friend to the investor in this area 
since it has avoided making an issue 
of the necessity for more refined fund 
classification based on investment pol- 
icy and primary management objective. 

This month we see two established 
balanced fund sponsors who apparently 
recognize the need for a widening of 
their horizons. Sponsors of the George 
Putnam Fund of Boston are offering a 
growth fund and the Commonwealth In- 
vestment Co. group with headquarters 
in San Francisco, is introducing a cur- 
rent income fund. The latter company 
had already organized a fund empha- 


sizing growth while vehicles to provide 
more generous current income had been 
provided by several other established 
sponsors over the last several years. 

The Putnam Growth Fund obviously 
is not capitalizing on a “passing popu- 
larity” since the timing of its introduc- 
tion coincides with today’s reflective at- 
mosphere following upon the “frothy 
inflationary” setting of only a few 
months ago. Management intends to 
seek growth opportunities wherever 
they may be found for, as Charles T. 
Werly, one of the fund’s trustees, sagely 
observes: 


“In this era of such dynamic change, 
we have no preconceived ideas as to 
where tomorrow’s most attractive op- 
portunities for long-term capital growth 
will be.” (And today the sky can truly 
be foreseen as the only limitation.) So 
there will be no geographical restric- 
tions as to investments, although no 
more than 25‘ of the fund will be 
invested in any one industry. Common 
stocks will be the primary vehicle for 
investment of funds, and convertible 
bonds and preferreds also may be used. 

The flexibility of investment policy 
would suggest that possibly the new 
Putnam fund might better be described 
as a long-term appreciation rather than 
growth fund. For investments will not 
be confined to the traditional type 
“growth stocks.” These are defined in 
the prospectus as issued by “companies 
which produce goods or services having 
relatively favorable long-term prospects 
for increasing demand, or which ag- 
gressively pursue policies of developing 
new products or services and new mar- 
kets through research and resourceful 
management, and which normally re- 
tain a relatively large part of their 
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earnings for research, development and 
investment in capital assets.” The sec- 
ond field of investment will be in under- 
valued or depressed industries staging 
a comeback. Putnam points out as an 
example its established balanced fund’s 
experience with Seaboard Airline sev- 
eral years back. The third field for ex- 
ploitation will be that of special situa- 
tions such as that offered by the break- 
up of the utility holding company sys- 
tems and still another will be the oppor- 
tunities offered through the above aver- 
age growth of certain geographical 
areas. Putnam will also look into re- 
vitalized management situations (e.g., 
Gillette) and younger, less well-known 
companies, although no more than 5% 
of total assets can be invested in com- 


panies in operation less than three 
years. 
The Commonwealth Income Fund 


will be a relatively conservative vehicle. 
not one aiming for extremely high cur- 
rent income, but with a target of ap- 
proximately 5% under present condi- 
tions. Initially about 30% of the fund’s 
investments will be in bonds and pre- 
ferred stocks. Investments in these prior 
securities as well as common stocks will 
be limited to securities providing a high 
degree of reliability in maintaining reg- 
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ular payment. Cyclical-type industries 
thus will not be over-emphasized, nor 
will those characterized by excessively 
rapid growth with corresponding large 
capital needs, nor, at the other end of 
the spectrum, the well-matured compan- 
ies. But common stocks, as a class, 
“under normal conditions” will com- 
prise the large part of the portfolio. As 
projected initially, the bonds might be 
expected to provide a 514%- return, 
the preferreds 6%-+ and the common 
stocks 6% to 7%. The building, food, 
merchandising, and _ electric utility 
shares will be preferred among the 
junior equities. Ralph A. Bing, Vice 
President and Economist of Common- 
wealth, recently pointed out that “with 
the capital spending boom apparently 
headed for a cooling-off period, some- 
what greater emphasis should be given 
to investments in industries that might 
benefit from the relatively greater sta- 
bility of consumer spending.” 


Portfolio Shifts Indicate 
Conservative Tack 


Many investment companies followed 
an extremely conservative course during 
the third quarter of the year, accord- 
ing to the regular portfolio survey pub- 
lished by this writer in Barron’s. In- 
formation released from several other 
sources would tend to lead one to be- 
lieve otherwise—that stocks were being 
bought “en masse” by the nation’s mu- 
tuals in support of the market, leading 
to the possible conclusion that this route 
was a more indirect and subtle way to 
unload on the public. To the credit of 





TWELVE TOP FUND FAVORITES 


(Table courtesy Barron’s) 


Shares Mngmts 
bought buying 


American Viscose —... 56,000 8 
Aveace. steel... 25,000 9 
Atlantic Refining —..._-__. 121,000 6 
Chemical Corn Exchange* 101,300 8 
Le eee ir erie ee 86,800 10 
First National City Bank* 81,950 14 
RNY ns as 59,000 7 
Se ee ees 19,100 10 
Parke-Davis 118,900 9 
Pfizer Site = 18,700 Z 
Tezas Company —.._.____ 44,100 9 
Travelers Insurance —. 13,900 6 


*Part purchased with rights. 





many managements, especially of the 
balanced category which are geared 
readily to shift emphasis from the more 
volatile junior equities to prior securi- 
ties, an awareness of the potential haz- 
ards ahead on the business and financial 
horizons dictated a policy retrenchment. 
In fact, the balanced funds as a group 
sold common stocks on balance, while 
purchasing debt issues and other prior 
securities. Some of these companies, 
managed by longer established invest- 
ment counsel firms, practically confined 
portfolio additions with an equity flav- 
oring to convertible debt issues. The 
closed-end companies also sold common 
stocks on light balance and, although 
two-thirds of the common stock funds 
were purchasers, less than half of these 
decreased their liquid reserves while 
several of the remainder cut back their 
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stock holdings by 
amounts. 


sizeal e 


fairly 


Several of the common stock grou»s 
favored were those with defensive chzr- 
acteristics. Increased interest was inci- 
cated in bank, insurance and food 
shares. Oils were the most popuiar 
group, however, particularly those in- 
ternational in scope. Purchases of drug 
commons increased 50% over those of 
the previous quarter. Also bought on 
balance were the shares of building 
concerns, electrical equipments, steels 
and rails. In contrast, enthusiasm for 
the electric utilities was somewhat cool- 
er than in the previous quarter, with 
mixed reactions registered toward the 
natural gas, non-ferrous metals as an 
over-all group, chemicals and merchan- 
disers. Sentiment was definitely un- 
friendly toward the aircrafts, although 
opinion was light and divided on the 
airlines. 


S. E. C. Releases Revised 
Statement of Policy 


The long awaited revision of the 
Statement of Policy covering invest- 
ment company sales literature having 
to do with the presentation of perfor- 
mance data has finally been released 
by the Securities and Exchange Com- 
mission. It would appear that the in- 
vestment company industry has fared 
extremely well through these revisions, 
but as to the benefits accruing to pres- 
ent and prospective investors we prefer 
to reserve judgment. Among 
amendments are those permitting re- 
sults of an assumed investment in con- 
tinuous investment plans and in divi- 
dend reinvestment plans in charts as 
well as in tables, and for periods up to 
the life of the company. In prescribed 
bar charts, both an assumed investment 
with dividends reinvested and capital 
gains distributions accepted in shares 
and a continuous investment program 
with both types of fund payouts simi- 
larly included may be used. 


major 


As noted in the report on the Mutual 
Fund Conference in last month’s issue, 
no percentage figure will appear on the 
approved charts giving the effective 
annual rate of return nor will any 
allowance be made for the tax bite on 
reinvestment of dividends and capital 
gains distributions. Omission of the 
latter is served up to the investor as 2 
caveat in a separate little paragraph 
among other descriptive verbiage at the 
bottom of the charts. A more detziled 
discussion of the new amendments will 
appear in a subsequent issue. 
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ANNOUNCING THE NEW 





DIAMOND GARDNER 


CORPORATION 
a merger of THE DIAMOND MATCH COMPANY and THE GARDNER BOARD AND CARTON CO. 


This merger, completed on October 31, 1957, comes as a natural step in the 
diversification of both companies, with distinct advantages to each. Long 
known as a leading manufacturer of matches, Diamond’s production, today, 
includes lumber and lumber products, many woodenware items, and a wide 
range of molded pulp and paperboard products now accounting for the largest 
percentage of its operations. The company has an unbroken record of quarterly 
dividend payments since its organization 76 years ago... has forest reserves 
of over 376,000 acres... and reported sales in 1956 of $134 million. 


The 57-year-old Gardner Company is a producer of paperboard and cartons 
for more than 1600 important manufacturers and wholesale and retail 
merchants. Sales in 1956 were $36 million. For many years much of the paper- 
board used to make and package Diamond matches has been supplied by 
Gardner. Both companies depend on the same source of raw material—the 
forests. The products of both companies, although entirely different, comple- 
ment each other: Diamond in molded pulp; Gardner in paperboard. 


Gardner’s research has been responsible for many pioneering developments; 
Diamond’s research has made steady progress toward full commercial utiliza- 
tion of wood fibers. The new corporation’s able management, specialized 
technicians and sales personnel will contribute materially to its growth. 
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important facts about the new 
DIAMOND GARDNER CORPORATION 


Combined 1956 sales $170 million. 
Combined total assets $141 million. : 
Combined working capital $52 million. 


A diversified business—approximately 47% of combined 
production in molded pulp and paperboard, 23% in retail 
yards and stores, 17% in matches and woodenware, 13% in : 
lumber production and mill sales. 


11,000 employees in 27 manufacturing plants, 10 sawmills, 


A current $32 million expansion and modernization program. 





A dynamic growth potential in diversified forest products. 
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DIAMOND GARDNER CORPORATION e 


SOME DIAMOND GARDNER PRODUCTS: 








‘*Foodtainers’’®—molded pulp 
containers for prepackaging 
meat and produce for America’s 
27,000 self-service markets. 


Custom cartons— multi-colored 
packages forover 1600 customers 
in soap, tobacco, food, beverage, 
pharmaceutical and other in- 
dustries. 


Egg cartons—molded pulp and 
paperboard retail containers for 
egg packers, large and small. 


| Retail folding boxes. 


Corrugated shipping containers. 


Disposable paper plates, pie 
plates and cake circles. 


Matches—all types of paper 
and wooden matches. 


j»- Lumber—wholesale and retail. 


‘“‘Neet-Heet’’®— self-starting 
charcoal briquet packages. 


W oodenware—toothpicks, 
clothespins, ice cream confec- 
tion sticks, etc. 


< Dj Paperboard—53% of 150,000 
88 retail stores and lumber yards. . = D peer canenty fe = Led 


remainder sold as paperboard. 


Containers for milk and dairy 
products, produced by an affili- 
ate. 


122 East 42nd Street, New York 17, N. Y. 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 


Contributing Editor 





October 1957 was a month of wide swings 
in the market prices of many listed stocks. 
It was also an active month for company 
spokesmen to talk about their companies’ 
records and future prospects to organized 
groups of security analysts and investment 
managers in the different financial centers 
of the country. Most of the spokesmen chose 
to ignore market quotations and the general 
subject of proper share prices, at least in 
their prepared texts or in releases given to 
the financial press. 

The policy of a company management ig- 
noring wide swings in market price of its 
shares in discussions of company prospects 
is something of an absurdity, as the main 
objective of financial public relations is to 
generate a favorable attitude toward the 
company on the part of investors and other 
segments of the financial community. Favor- 
able attitude is manifested by a _ proper 
valuation of outstanding securities in free 
security markets. This facilitates proper 
pricing of new issues when needed to fi- 
nance expansion, and provides fair prices 
for necessitous selling by present share- 
holders. 

An overappraisal of company shares by 
the market may be a long term detriment 
that requires a new generation of investors 
to counteract. The shares of many of our 
best commercial banks still suffer market- 
wise from the fact that they were bid up 


to fantastic prices in the hysteria of the late 


1920’s. 


Company spokesmen can aid the valua- 
tion process by talking in terms of dividend 
prospects and immediate and prospective in- 
come return. Coyness about dividend 
changes was abandoned by most public utili- 
ties many years ago. While the forecasting 
of operational results is much simpler for 
most utility companies than for industrial 
companies subject to the vagaries of con- 
sumer demand and competitive prices, the 
clear enunciation of a dividend policy in 
relation to earnings and expansion needs 
can be made by many companies that now 
fail to do so. The fact that more and more 
stocks are now selling at prices to provide 
overly generous yields, if the latest divi- 
dend rates are maintained, is a situation 
that can be clarified in some cases by 
spokesmen for the boards of directors. If 
a dividend is to be cut the earlier this 
intelligence is passed along to the share- 
holders the less likelihood there will be for 
the forewarned to act to the disadvantage 
of the uninformed. 


While company managements should not 
set themselves up as security valuation ex- 
perts, frank and early disclosure of unfavor- 
able developments may aid in keeping 
prices more in line with values and reduce 
extreme price fluctuations in both directions. 





BELL & HOWELL CO. 
By Cuartes H. Percy, president 

A record fourth quarter was predict- 
ed as a result of the heavy demand for 
newly introduced products, particular- 
ly the exclusive new 8mm electric eye 
moving picture camera. While joint re- 
search is in progress with Haloid Corp. 
in the area of instantaneous photo- 
graphic systems, it is not expected to 
reach the commercial stage in the im- 
mediate future. Polaroid may be ex- 
pected to dominate this field of “zero- 
graphic” photography for some time. 

Although earnings for the first six 
months were below 1956, 1957 esti- 
mates indicate sales of $50 million and 
per share earnings of $3.92. Sales for 
1956 were $45.5 million to produce a 
per share net of $3.84 on 100.000 fewer 
shares. 

New York Society, Oct. 14. 
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DELAWARE, LACKAWANNA & 

WESTERN R.R. 

By Perry M. SHOEMAKER, president 

Selective rate increases as well as cuts 
are needed if the railway freight rate 
structure is to produce adequate reve- 
nues. There are many “paper” rates so 
high that traffic is repelled. 

Merger of the company with the 
Erie and Delaware & Hudson is the 
subject of 29 different current studies 
with the prospect that the general feasa- 
bilitiy of the merger should be deter- 
mined by the year end. Negotiations 
for the basis of merger must await re- 
sults of some of these fact-finding 
studies. 

Coordination of New Jersey pass- 
enger facilities with the Erie has not 
produced the expected savings but some 
relief will be provided if Erie is per- 
mitted to discontinue ferry service. 


Although the first eight months pro- 
duced a deficit, September results will 
make the nine months showing about 
one-half million in the black. Expecta- 
tions for the full year are about $1.6 
million, equivalent to about $1 a share 
on the common stock. In 1956, net 
reached $3.06 a share after a tax credit 
of $2.5 million. Losses carried forward 
are expected to eliminate any Federal 
tax liability for 1957 and 1958. 

New York Society, Oct. 4. 


FORD MOTOR CO. 


By G. P. Hircuines, manager, Economic 
Analysis Department 


A prediction that “total business ac- 
tivity is likely to remain on its current 
high plateau at least into early 1958” 
was coupled with the caution that “there 
is no basis at the present time for as- 
suming a shift in direction within the 
next six months. . . The dynamic 
spending segments will have to he 
watched closely in the months immedi- 
ately ahead for clues to the direction 
of the economy after the first quarter 
of 1958.” 

It was pointed out that increased 
consumer buying power could only 
come about from increased production 
in the normal course of events as higher 
wages and salaries resulted in higher 
prices or a profit squeeze that reduced 
business spending. 

San Francisco Society, Oct. 15. 


HOUSTON LIGHTING & POWER CO. 
By W. A. Paris, president 


Money costs that can not be predicted 
at this time will condition per share 
earnings from estimated increases in 
gross of 14.9% for this year, a further 
13% in 1958, and an additional 15% 
in 1959. 

Estimates of new construction in the 
5-year period 1955-59 were raisec to 
$272 million, double the estimate pre- 
sented in 1955. In addition to the $27 
million raised in 1957 from the sale of 
common stock it is expected that “2 
fairly substantial amount” of .eW 
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equity money will be needed to main- 
tain proper debt ratios. Total new capi- 
tal required prior to 1960 will aggre- 
gate about $125 million. 

Unseasonable weather reduced reve- 
nues in the spring and early summer 
so that earnings forecasts had to be 
revised downward. Current estimates 
indicate $2.80 a share on 10% more 
shares than were outstanding at the 
end of 1956 when the same per share 
figure was reported. 

New York Society, Oct. 10. 


MERCK & CO., INC. 
By Joun T. Connor, president 
Research expenditures for 1957 will 
be the highest in Merck’s history; for 
the first six months the total was $6.3 
million and represented about 7% of 
sales. “The soundness and broadmind- 
edness of our research policies have at- 
tracted and will continue to attract 
people of quality to our research organ- 
ization. Without that essential element 
of ‘quality of people,’ we can not expect 
worth-while research progress even 
from an organization as large as ours.” 
Among important products ready for 
commercial release are; Leritine, a new 
analgesic; Duril (a trade name for 
Chlorothiazide) that shows great prom- 
ise in the treatment of hypertension. 
Merck continues to record progress- 
ive increases in both sales and earn- 
ings in comparison with 1956 periods. 
Boston Society, Oct. 14. 


MOTOROLA, INC. 
By Ropert W. GALvIN, president 


Television sales are lagging behind 
previous years, with home radio and 
military sales about the same as 1956. 
Increases are reported on two-way 
radio installations, phonographs and 
car radios. For 1956 total sales are ex- 
pected to reach $235 million with per 
share net $4.40 compared with $228 
million and $4.12 in 1956. 

Chicago Society, Oct. 10. 


NEW YORK CENTRAL R. R. 
By Atrrep E. PERLMAN, president 

With improved physical plant, ser- 
vice is “in much better shape.” Employ- 
ees have been reduced by about 26,000 
in the past four years. Using wage rates 
that will prevail on November first, the 
annual wage bill has been reduced over 
$180 million. 

Although common dividends have 
been paid in the past three years, cash 
and cash equivalents now total $80 
million and debt has been reduced in 
this period by $30 million. 

Capital improvements have been car- 
ried out without regard to fluctuations 
in net, and total outlays in 1957 will 
‘fall just short of $250 million. 

Earnings for eight months of $1.31] 
compared with $4.08 for the like period 
of 1956. No estimate of earnings was 
given for the full 1957 year. 

New York Society, Oct. 18. 


PULLMAN, INC. 
By Cuamp Carry, president 


Demand for freight cars will con- 
tinue good in spite of increasing diffi- 
culty of the carriers in financing new 
equipment. The outlook for passenger 
car building is not so bright. 

Earnings for 1957 are expected to 
reach a record high, exceeding $5.71 a 
share reported for 1956. Sales of the 
Trailmobile, Inc., subsidiary, which 
ranks second in production of truck 
trailers, will exceed $100 million and 
are running about 5% ahead of last 
year but with lower profit margins. 

Backlog of the M. W. Kellogg subsid- 
iary, manufacturer and builder of 
chemical and petroleum installations, is 
currently at the highest level in history. 

Boston Society, Oct. 21. 


ST. REGIS PAPER CO. 
By Roy K. Frercuson, chairman 
A belief that the paper business has 
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DRUG BUSINESS WANTED ON ATTRACTIVE PLAN 
FOR ESTATES, TRUSTS 


‘Vell known national drug firm is interested in acquiring additional 

established products small or large in drug or allied field. We have a 

proven plan of particular interest to trusts, estates, and family-owned 

companies, under which present owners can continue to receive income 
hich would be increased by the growth which we create. One possible 
an provides an attractive means of disposition for owners who seek 
mtinued income with capital gain on ultimate sale. 


‘’e are principals. You may write in confidence to Box 180, Trusts AND 
STATES, 50 East 42nd Street, New York 17. 
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passed its low point in August, after a 
sustained down trend, was expressed. 
Board operations are utilizing 97% of 
available capacity, up 5 _ percentage 
points from the level of the first half. 
Indications are that fourth quarter op- 
erations will be the best of the year. 
1958 results will continue the improve- 
ment, as a result of a full year’s opera- 
tion of the new kraft installation at 


Jacksonville and substantial capital 
additions and improvements to other 
operations, 

A sales increase of $40 to $50 


miillion in 1958 over the present esti- 
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mated $350 million is projected with a 
net profit margin of 6%. 

Per share earnings for 1957 should 
reach $2.50, down from $3.15 in 1956. 
No predictions were made about restor- 
ation of the 50 cent quarterly dividend. 

Financing needs include some $150 
million to develop timber lands ac- 
quired from the J. Neils and St. Paul 
& Tacoma lumber companies in Janu- 
ary and August. 

New York Society, Oct. 29. 


WORTHINGTON CORP. 
By Hopart C. Ramsay, chairman 
Tight money has had a dampening 


gypsies 


ESTATE 
ADMINISTRATION 








“Is Grace National always 
ready to take on such 
difficult estate problems?” 


Our answer was “Yes!” for broad 
trust experience has equipped 
Grace National to handle both 
routine and out-of-the-ordinary 
problems of estate planning and 
management. One of our trust 
officers will be happy to discuss 
your estate program at any time. 


GRACE 
NATIONAL 
BANK 
OF NEW YORK 
Digby 4-1200 
7 Hanover Square, New York 15 
Correspondent Banks in Principal Cities of the World 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 


effect on the sale of some of the Com- 
pany’s standardized products for indus- 
try. The slackening in housing starts, 
also a manifestation of tight money, 
has reduced demand for home heating 
and residential air conditioning lines. 

There has been continuing high de- 
mand for special order equipment so 
that the backlog now stands at over 
$100 million compared with $94 mil- 
lion in 1956. 

The Worthington installation of air 
conditioning in the new 52 story Union 
Carbide building in New York City will 
have a cooling capacity equal to that 
required to cool all the refrigerators 
in a city of 250,000 people. 

While sales of machines and parts 
will fall short of the $200 million pro- 
jected earlier, output for 1957 will ex- 
ceed last year’s by about 12% with per 
share earnings in excess of the record 
of $6.11 set in 1956. 

Los Angeles Society, Oct. 17. 


WYANDOTTE CHEMICALS CORP. 
By Rosert B. SEMPLE, president 


A criterion for debt of “not to ex- 
ceed an amount equivalent to two years 
cash flow after normal dividend re- 
quirements” is a basic financial policy 
of Wyandotte in budgeting capital out- 
lays. The company’s new $33 million 
plant at Baton Rouge will go into oper- 
ation by January 1958 and while no 
particular problems are foreseen in 
bringing operations to a_ profitable 
basis, chemical plants can not be con- 
structed economically in “driblets” and 
it will be necessary to build up sales to 





market the additional capacity. Declin- 
ing profit margins have also contribut-d 
to the difficulties of timing plant expa.- 
sion. 

Labor relations have improved fol- 
lowing, if not as a result of, the 8-day 
strike in 1955. “Labor has learned that 
Wyandotte must be competitive to stay 
in business and as a result production 
per worker has increased substantially.” 

Sales for the current year are ex- 
pected to be $85 million compared with 
$80 million in 1956. 1957 earnings 
should run slightly ahead barring a 
serious decline in the last quarter. In 
1956 earnings of $4.4 milliion were re- 
ported which compare with the ten year 
average earnings of $1.9 million. Net 
return on operations was 6.4% com- 
pared with a rate of 3.4% for the ten 
year period. 

Detroit Society, Oct. 2. 


A A A 


Trust ContTROLS DESCRIBED 


Trust controls were described by 
Frank E. Walker, auditor, First Security 
Bank of Utah, N.A., Salt Lake City, in 
a full scale article in the October 1957 
Auditgram. After listing 29 items, all 
or part of which should be included in 
the trust record that outlines the terms 
of the instrument, Mr. Walker discussed 
receiving a new trust; balancing the 
trust and auditing the assets; delivering 
securities; safekeeping of receipts; book- 
keeping; maturity ticklers, stock mat- 
ters; cashiers checks; old records and 
disbursements; overdrafts, listing and 
fees. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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Who Should Be 


PROPERTY GUARDIAN For A Minor? 


PPOINTMENT OF EVEN THE MOST 
_— professional executor and 
trustee will not give a minor full protec- 
tion unless a property guardian is also 
appointed by will. 

The appointment of a bank as a prop- 
erty guardian is far preferable to ap- 
pointing an individual, even if he or she 
be a parent. 

The duties of the property guardian 
for a minor are vastly different from 
and broader than the duties of a trus- 
tee, whether testamentary or inter vivos. 
There is virtually no overlapping of du- 
ties as the accompanying chart shows. 

It is a common misconception that 
such a guardian’s legal responsibility is 
limited to safe-keeping and investing 
only those assets he receives. This leads 
to the fallacy that if the guardian is hon- 
est, the minor cannot suffer loss. But 
most losses are suffered by minors who 
have honest guardians! 

A large majority of individual guar- 
dians are woefully ignorant of their 
legal duties. They are well-intentioned 
laymen, frequently widows, who lack 
previous experience as guardians. Sins 
of omission by honest guardians, who do 
nothing when they should act, cause the 
greatest loss to minors. 

A property guardian’s legal responsi- 
bility (even if the guardian is a parent) 
is not limited to the minor’s assets at the 
time of appointment, or which were the 
reason for the appointment. Neither is 
his responsibility limited geographical- 
ly. For example, the ward may have a 
claim against another soldier arising 
out of a jeep accident when both were in 
military service in Morocco (or any- 
Where else). It then becomes the guard- 
ian’s duty to take appropriate action — 
perhaps engaging a Moroccan attorney 
— to protect his ward’s rights. 

\ trustee has no duty to look for un- 
co'ected potential assets or claims be- 
lo: ging to a minor child. Nor has a trus- 
tec the authority to take any legal action 
co.cerning, or even to take possession 
of. known assets belonging to the minor. 

ctual cases in our county show that 
mi .ors, whose guardians were under the 
de ision that they were doing all that 
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WARD R. WHIPPLE 





Mr. Whipple is 
the Special Exami- 
ner of Guardians’ 
Accounts of Surro- 
gate’s Court, Mon- 
roe County, New 
York, and is en- 
gaged in general 
law practice as a 
member of Branch, 
Whipple, Moot & 
Branch, Rochester. He served in World War 
II in Europe as U. S. Claims Investigating 
Officer. 








was required, have suffered losses run- 
ning into four figures. Their guardians 
failed to: (1) file timely claims for So- 
cial Security and Veterans’ Administra- 
tion benefits; (2) promptly investigate 
personal injury claims with the result 
that because evidence was not secured 
the case became worth far less; (3) re- 
quire prompt closing and judicial settle- 
ment of estates in which the minors had 
an interest thus permitting dwindling of 
estate assets; (4) demand that executors 
be surcharged for interest for late pay- 
ment of legacies to minors. In all of 
these situations a trustee has no respon- 
sibility or right to act, and of course is 
not liable. 


Why a Guardian? 


One may say, “I never had a guard- 
ian. Why does today’s child who has 
lost one or both parents need a property 
guardian?” 

The increasing complexity of life, laws 
and business makes a property guardian 
more necessary today than when most of 
us were children. Social Security; Veter- 
ans’ benefits; Workmen’s Compensation 
and Unemployment Insurance; Double 
indemnity or Disability Benefits; Mili- 
tary service which takes young men all 
over the world, greater mobility of peo- 
ple, give rise to claims in distant places 
involving foreign laws and possible con- 
flicts of laws; heavier income tax rate; 
the tendency of people to sue and be 
sued for incidents which in the past 
might have been considered accidental; 
all add up to requiring professional 
capabilities of the present day guardian. 

Short statutes of limitations, not ex- 


tended by infancy, applicable to claims 
against municipal bodies, against the 
U. S. Government under Federal Tort 
Claims Act, and even to actions for a 
relative’s wrongful death, are possible 
booby-traps for minors lacking informed 
guardians. 


Protection Against Tort and 
Casualty 


A teen-age driver burning up the road 
with a car full of gay — until the smash 
— young companions, may have his 
financial future wrecked if he has in- 
sufficient liability insurance. Even going 
through a‘red light may result in a judg- 
ment non-dischargeable in bankruptcy! 
(Tharp v. Breitowich, 1944, 323 Il. 
App. 261, 55 N.E. (2) 392, cert denied 
323 U.S. 801.) 

Emotional strain also may result from 
inability to compensate for serious in- 
juries caused to others. The public’s 
right to be protected by insurance from 
the careless acts of a financially irre- 
sponsible minor is a reason why con- 
scientious parents want to be certain 
that their child will be able to make 
good any loss he causes, at least eco- 
nomically, even if the parent is not liv- 
ing. 

A minor may suffer loss by theft, fire, 
or just by getting sick and incurring 
medical bills. A property guardian who 
does not protect his minor with the in- 
surance coverage that a reasonable man 
would procure will be liable for any re- 
sulting loss. 


The Indemnity Agreement—A 
Legal Pit-Fall 

Johnny had no guardian. He was hit 
when he ran into the street in front of a 
car. His mother was sure that because 
the driver of the car was unable to stop 
in time he could not be made to pay. 
She was wrong three ways: thinking 
Johnny had no enforceable claim; de- 
laying an investigation; signing the in- 
demnity agreement. The last mistake 
was fatal. 

The mother considered herself and 
Johnny fortunate when the insurance 
company “generously” agreed to pay all 
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bills. She signed a “paper” agreeing, in 
return for the payment of Johnny’s 
medical bills, to reimburse the insur- 
ance company if Johnny should ever 
collect for the same injury. 

Time passed. What appeared to be a 
trivial, superficial injury, developed in- 
to a serious and incurable nerve involve- 
ment. Johnny’s “settlement,” not having 
been court approved, is not binding on 
him. But the indemnity agreement is 
binding on the mother. Whatever Johnny 
collects from the driver or his insurance 


company, Johnny’s mother is obligated 
to repay. Probably Johnny won’t even 
try to collect any part of the substantial 
amount he should have received. With 
a bank as property guardian, his mother 
probably would have referred the matter 
to it. The bank would undoubtedly have 
secured legal advice to protect Johnny 
(and selfishly to protect itself against 
possible surcharge) for neglect. 


Blind-Spot in the Law 


There is a big difference between the 





law’s solicitude when a minor has ev-n 
a trivial interest in an estate, and wh-n 
he has a personal injury claim. An »- 
terest in an estate requires the appoii t- 
ment of a Special Guardian, who (.n 
New York) must be a disinterested la 

yer, sworn to protect the minor’s inter- 
est and report to the court. This is rou- 
tine procedure even if the minor’s inter- 
est is very nominal. But with a personal 
injury claim — where thousands of dol- 
lars may be at stake depending on 
prompt investigation and capable repre. 





DIFFERENCE IN DUTIES OF A MINOR’S PROPERTY GUARDIAN, AN 


EXECUTOR AND A TRUSTEE 





Uncollected Potential Assets 








Executor or Trustee Property 
belonging to Minor Administrator (inter vivos Guardian Result 
(may not be in existence when of or of if Prompt Action 
guardianship starts) | deceased parent testamentary ) Minor not Taken 
Minor’s claim for personal injury (may ante- No duty | No duty Duty of prompt invest- | Although minor can sue after reach- 
date guardian’s appointment, or may arise igation and collection | ing majority, a stale claim without 


anytime until minor attains majority) 








| 
t 


investigation may be worthless. 
Claims v. certain municipal bodies 
and U. S. Government under Fed- 
eral Tort Claims Act (2 years) 
not extended even by infancy. 


| 
| 
| 
| 
| 
t 
| 
| 


are 





Minor hurt while employed. (Common law 
right v. third party may permit suit for 
damages in addition to Workmen’s Compen- 
sation Benefits. Or violation of law or fail- 
ure of employer to carry Workmen’s Com- 
pensation insurance may give 
tional rights) 


minor addi- 


No duty : | No duty 


| Duty of prompt invest- | 


| ” 


| | igation and_ collection | 


















































Minor’s claim for wrongful death of parent| Duty of prompt | No duty Duty of prompt invest-| Statute of Limitations may not be 
investigation and | igation and collection | extended by infancy 
| collection 
Workmen’s Compensation Death Benefits to | No duty | No duty | Duty to collect | 
minor for parent’s death | | 
Social Security Survivor’s Benefits | No duty No duty | Duty to file claim; | When claim is filed late only | 
| | collect | year’s benefits collectible retroac- 
| tively 
Veterans’ Administration Benefits for surviv- | No duty | No duty Duty to file claim; | If claim filed after 1 year from 
ors of deceased veterans | | collect 'death, no benefits collectible re 
| | troactively 
Legacy, residuary share, or share in intestate No duty | No duty | Duty to require prompt | Delay in winding up a decedent's 
estate to which minor entitled (possible sur- | judicial settlement ot alleiee may cause loss to those en- 
charge of executor for interest for late pay- | representative’sac-| titled to assets 
ment of legacy). Beneficiary of an inter vivos | counts; and collect as- 
trust. | sets 
Gifts No duty | No duty Duty to take posses- | Minor as transferee will be liable 
| sion; file donee’s Gift | for U. S. gift tax with interest if 
| Tax Return if over! donor fails to file and pay tax 
| $3,000. | 
PROTECTING MINOR AGAINST SUIT for No duty No duty Duty to procure ade- | Bankruptcy if minor’s assets insuffi- 
tort liability arising from owning or driving | quate insurance cient to pay judgment; worry ove! 
auto. real estate, boat, gun, or for any care- | | inability to pay injured person. Pos: 
less act. | | sibly suspension of right to drive 
| if judgment unsatisfied 
For U. S. Income Tax, State Income, and No duty No duty Duty to file returns; | Incurring of interest and pena'ties: 
other tax liability. (Possible refund of ex- pay tax or loss of refund to minor of in 
cessive income tax withheld) come tax withheld (3 year limita: 
| tion) 
PROTECTING MINOR’S ASSETS FROM | No duty No duty Duty to procure ade-| Where no insurance, only prtial 
LOSS by fire, theft, foreclosure for non- pay- quate insurance offsetting benefit is possible income 
ment of real estate taxes; failure to have tax casualty loss or medical <educ- 
hospital, surgical or accident insurance | tion 
—_ 
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sentation — there is no requirement that 
anyone representing the infant even 
consult a lawyer! 

An individual guardian may be de- 
ierred from seeking legal advice be- 
cause the minor’s case seems weak, out- 
jawed, or uncollectible, or for fear of a 
lawyer’s bill. An experienced property 
guardian knows that the only way to 
protect his ward’s interest, and his own 
against possible surcharge, is to get 
capable legal advice promptly after the 
injury. 

Experience shows that most minors 
sign a discharge when attaining major- 
ity — although they lack business ex- 
perience or independent legal advice. 
Hence, preventing loss through capable 
administration rather than relying on 
the right to surcharge a negligent guard- 
ian is the real protection to a minor. 


A guardian of the person to supervise 
daily living, schooling, medical care, 
clothing, and board is often a necessity 
for an orphaned minor. A relative is 
usually best qualified to be a guardian 
of the person. Such duties are usually 
lightened; and also more willingly as- 
sumed, if the management of the minor’s 
money and business affairs is placed 
with a bank as property guardian. Bet- 
ter relations between the ward and the 
relative who is guardian of his person 
are apt to result if there is no possible 
controversy over judgment in_ invest- 
ments, or questioning of financial mo- 
tives or disbursements. 

Most cases of losses to minors under 
guardianship occur where the guardians 
are individuals. Banks do sometimes 
make mistakes. But there need be no 
hesitancy in surcharging a corporation 
which has held itself out to be an expert, 
if it fails to take reasonable steps to dis- 
charge its legal duty to its ward. 


An Expert is a Real Bargain 


\ guardian’s commissions are fixed 
by law based on the assets in the pos- 
session of the guardian. The assets re- 
duced to possession have no relation to 
the potential amount of possible sur- 
charge for a large uncollected personal 
injury claim, for example. For a rela- 
tively small fee based on small assets in 
pessession, a capable bank will be on 
the lookout for potential uncollected as- 
se's until the ward reaches twenty-one. 
F.rthermore, no surety bond is required 
in most states for a bank. An individual 
mist either post a surety bond, with an 
ai qual premium, if written by a surety 
cc npany, or submit to a modified court 
ccatrol of assets. 


‘ven if an individual guardian has 
fied a corporate surety bond, the protec- 
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tion is illusory. If the surety company 
is compelled to pay, it can sue the guard- 
ian personally on its right of exonera- 
tion given to it when it became surety. 
Hence, the family unit would still bear 
the loss and usually any action against 
a careless or possibly even a dishonest 
guardian is never pressed. 

With all these advantages, why is the 
appointment of a property guardian, es- 
pecially a bank, still relatively rare 
whereas banks are frequently appointed 
executors and testamentary trustees? 
The difference is that banks have been 
advertising extensively to become execu- 


tors and trustees but, because the fees 
fixed by law for property guardians are 
relatively modest, they are generally not 
anxious to become property guardians. 

To insure that after a testator’s death 
the bank will qualify as guardian, as 
well as executor and trustee, the will 
should give a fair amount of assets to 
the minor (just over $500 in New York 
State). This will not only require ap- 
pointment of a property guardian but 
also make the appointment acceptable. 
Or the acceptance by the bank of the 
executorship and trusteeship could be 
made contingent upon its accepting the 





LACK OF UNDERSTANDING 
PENALIZES THE PUBLIC 


A large segment of the public pays a heavy penalty for its failure 


to use Trust Department service. This failure is chiefly due to 


three factors: 


1. Lack of knowledge and understanding of the service. 


2. The tendency to procrastinate. 


3. Traditional inclination to name individuals. 


Continuous, action-inducing, intelligent ADVERTISING successfully 


overcomes all three: 


1. It informs. 


2. It is the most effective antidote to procrastination. 


3. It carries impressive weight by letting people know that 
professional, corporate service costs no more than the law 
allows inexperienced individuals, yet provides many more 


safeguards. 


Letters received by The Purse Company prove that customer 
banks and trust companies constantly find that PURSE-PREPARED 
ADVERTISING of Trust Department service informs—and inspires 


action. Both public and Trust Department profit. 


Write or phone us Collect for a demonstration of a trust promotion 


program that will be the best investment your institution ever made. 


THE PURSE COMPANY 
Headguarters for Trust péduertising 


CHATTANOOGA 2, 
MONTCLAIR. N. J. 





TENNESSEE 
i CHICAGO 
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guardianship provided the total fees ap- 
pear reasonable. 

Today’s conditions require that where 
there are minor children the wills of 
both parents name a bank as property 
guardian even if a testamentary trustee 
is named. Although a surviving mother 
may have prior right to become prop- 
erty guardian, the advantages both to 
her and the minor child in waiving her 
right and securing the appointment of 
a bank should be explained to both hus- 
band and wife. Obviously such appoint- 
ment should be discussed with the bank 
in the course of planning the estate. 
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The State and Stately Homes 


The great country houses of England 
in this era of high costs and taxes are 
being maintained by a mixture of public 
money, tax arrangements, and private 
economy. Examples of these methods are 
offered in the June 8, 1957 Economist, 
which points out that the Duke of Nor- 
folks private bill,* which in effect seeks 
to have the Government shoulder some 
of the cost of maintaining Arundel Castle 
as a home for his heirs in their capacity 
as Earl Marshals of England, opens up 
a problem that is widespread. 


The Marquess of Bath, for instance, 
owns a magnificent house in Wiltshire 
that has come down in his family since 
1579. In 1914 there were 40 indoor 
servants. Today he no longer lives there, 
and his heir has only a two-room flat on 
the ground floor. The place:is opened to 
the public at one shilling for admission 
to the grounds and half-a-crown to see 
the house itself. Receipts of £16,000 are 
somewhat less than the £20,000 a year 
required to keep the house open and 
fight the death- watch beetles, but the 
loss can be set off against the owner’s 
private income tax. 


Knole, at Sevenoaks, illustrates a dif- 
ferent method of opening houses to the 
public. It was given by Queen Elizabeth 
I to her cousin, Thomas Sackville. It is 
still the home of the Sackville family, 
but they no longer own it. The 365 room 


*As of July 30 The House of Commons had 
adopted a bill giving The Duke permission to sell 
Arundel Castle. Under a statute of 1627 the fam- 
ily was not permitted to sell. 








house, with its magnificent furniture and 
pictures, was transferred in 1946 to the 
National Trust. Only about 60 hous 
however, are owned by the Trust whic 
from lack of money cannot accept house 
given or bequeathed without endowmen 
for upkeep. Hence in many cases where 
owners would like to have given their 
houses to the nation, “their collections 
were divided and sold; their tapesiry 
and panelling ripped out; with luck 
they were sold as schools or institutions 
—without it, just allowed to fall into 
decay.” 

Mereworth Castle in Kent illustrates 
a method by which the Government can 
aid the preservation of a house still used 
for private habitation. It is not a castle 
at all, but an 18th century imitation of 
a famous villa built by Palladio near 
Vicenza and is accompanied by a stud- 
farm for racehorses. Since 1953 the 
Ministry of Public Works has been able 
to make grants to save such houses, even 
though the owners are still in residence, 
provided they are opened to the public 
on a reasonable number of days in the 
year. This Ministry grant for repairs to 
owners gives the tax payer a better 
value for his money, but the Ministry 
has not much money available for 
grants, and the owners have to meet 
their share of maintenance out of capital 
“which is progressively mulcted by death 
duties.” 

The central question, the Economist 
observes, is whether the nation wants 
such houses preserved. If it does, it is 
cheaper to do so with their owners in 
them and meeting part of the cost. 
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We invite you to use the complete facilities of our experienced 
trust department to fulfill your fiduciary needs in Iowa. 


(OWA-DES MOINES 
\ NATIONAL BANK 


Member Federal Deposit Insurance Corporation 
“IOWA’S LARGEST BANK” 


Des Moines, Iowa e« Founded 1868 
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| DEAN WITTER & CO. DREXEL & CO. HORNBLOWER & WEEKS 





F.S. MOSELEY & CO. PAINE, WEBBER, JACKSON & CURTIS WERTHEIM & CO. 





November 12, 1957. 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statisics, Yale University 


ACTUARIES DISCUSS PENSIONS BEFORE INTERNATIONAL AUDIENCE 


INTERNATIONAL CONGRESS OF 

Actuaries, held every three years 
in one of the major capitals of the 
world* was held this year in New York 
between October 14 and 25, with about 
1,200 actuaries from some 34 countries 
in attendance. 


HE 


The morning of October 16 was de- 
voted to discussion of Group Coverage 
for Life Insurance and Pensions. Thirty- 
two papers had been submitted on this 
subject by authors from Canada, Den- 
mark, England, Finland, France, Ger- 
many, Italy, Norway, Scotland, Sweden, 
Spain, and the United 
States, so that the three-hour summary 
and discussion of them was necessarily 
rather sketchy. However, the papers — 
500 pages of them — have already been 
published in Volume 1 of the T’ransac- 
tions and can be studied at leisure by 
those interested. 

Without that the 
papers are less valuable we found two 
of them, written by American actuaries, 


Switzerland, 


implying other 


of exceptional interest, namely, Morgan 
H. Alvord on “Insured Pension Plans 
in the United States and Canada,” and 
John K. Dyer. Jr., on “Uninsured Pen- 
sion Plans in the United States.” These 
papers give excellent summaries of the 
current status of the two different types 
of financing and provide some interest- 
ing historical details of their develop- 
ment. 


However. in short summary papers 
of the type required by the organizers 
of the Congress, there are bound to 
occur general statements which turn 
out to be unsubstantiated when subject- 
ed to critical analysis. In illustration of 
this, let us take one of Mr. Alvord’s 
statements and one of Mr. Dyer’s and 
review them critically. 








*In 1954 delegates visited Madrid. 


*Readers could, no doubt, obtain reprints of 
these articles by writing to the authors at the 
Connecticut General Life Insurance Co., Hartford, 
Conn., or at Towers, Perrin, Foster & Crosby, 
Penn Center, Philadelphia, Pa., respectively. 
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Insurance Guarantees in a Pension 


Plan 
Mr. Alvord says: 


“Perhaps the most important dif- 
ference between insured pension plans 
and other methods of providing pen- 
sions is in the guarantees which these 
contracts provide and which cannot 
be obtained in any other way. There 
is a guarantee that when a premium 
is paid with respect to a particular 
employee, the portion of the pension 
purchased by that premium will com- 
mence at his retirement date and will 
continue thereafter as long as he 
lives.” 


The phraseology used here indicates 
that the author is thinking in terms of 
the standard Deferred Group Annuity 
contract of which there were 3,760 at 
the end of 1955 covering 2,410,000 em- 
ployees or more than half the members 
of insured plans at that time. An es- 
sential feature of the vast majority of 
these contracts is that they are “par- 
ticipating” in the sense that they rank 
for “dividends” 
credits” when the mortality, investment 
or expense experience is more favorable 
than that anticipated in the premium 
scales. 

Now the interesting thing about the 
dividend allotments to any individual 
contract is that, although the interest- 
and-investment-appreciation cred- 
ited to the contract is based on the in- 
surance company’s whole investment 
portfolio, the mortality and expense ex- 
perience of each contract is treated on 
its own.t This is why insurance com- 


or “retrospective rate 


rate 


panies can claim that the “real costs” 
of a pension plan—insured or unin- 
sured—are measured by the interest 
yields actually obtained and the ex- 
penses actually suffered rather than by 
assumptions made about these items in 
the computation of contribution rates. 





tAlvord writes: ‘‘While it is quite general to 
assign the particular mortality experience of a 
contract entirely to that contract, a few imsurance 
companies are pooling the mortality risk among 
their smaller contracts.’”? (Our italics.) 


But along with this claim goes a 
rather unexpected conclusion: the guar- 
antee mentioned by Mr. Alvord becomes 
very thin indeed. Let us see why. 

Consider, for example, what happens 
to the $569 of (single) premium paid 
by employer A in 1957 for $100 of de- 
ferred annual pension for each of his 
200 employees presently aged 40. We 
have argued in an earlier issue of this 
column (Oct. 1956) that if the insur- 
ance company nets 3% interest on its 
investment portfolio and absorbs only 
1% of each of these premiums in ex- 
penses, it may well find that it needs 
only $442 of the $569 premium to meet 
its pension claims accruing from this 
years annuity purchases. Under the 
existing method of calculating dividends 
the insurance company will have re- 
turned the $127 (i.e., $569 minus $442) 
of margin in its premiums (with 3°: 
interest thereon) by the time all the 
200 employees have died. Parenthetic- 
ally, the reason why some employers 
prefer the uninsured approach is that 
they can anticipate this $127 now in- 
stead of waiting years and years for it. 

But now suppose that the 200 times 
$569 paid under the Group Annuity 
contract in 1957 is insufficient to pay 
for the two hundred $100 annuities 
purchased therewith. The dividend ac- 
count for employer A_ will obviousl) 
show a succession of negative dividends 
which A may congratulate himself. re- 
present his guarantee coming home to 
roost. 

If employer A’s employees experi 
enced a mortality consistently superior 
to the average the above situation might 
actually occur—though note that the 
premium margin to be absorbed in 
“losses” is pretty large before we actu- 
ally arrive at a negative dividend. In 
these circumstances, what recourse |as 
the insurance company? If employer A 
is an “odd one” in a whole serie- of 
average (or better than average) em- 


ployers it could wait until the marzins 
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in the 1958, 1959, 1960, . . . premiums 
could be used to reduce the aggregate 
loss in employer A’s dividend account 
to zero, After (and only after) that 
point of time, A could expect to receive 
a (positive) dividend credit. 

Alternatively, if a majority of the 
insurance company’s Group Annuity 
dividend accounts are producing nega- 
tive dividends it can increase its pre- 
mium rates and gradually eliminate the 
aggregate deficits by means of the in- 
creased margins in the premiums. This. 
in fact, actually happened with employ- 
ers who effected low-premium contracts 
in the 1930’s and who are only today 
commencing to receive dividends from 
the aggregate excess of the margins 
available from the higher premiums 
that went into effect during the early 
1940's, 

Where then is Mr. Alvord’s guaran- 
tee? It appears to the writer that the 
only employer who can take advantage 
of it is the one who terminates his plan 
—perhaps by going out of business— 
when his dividend account is in for a 
long series of future negative dividends. 
Any other employer will make up his 
aggregate deficit from the margin con- 
tained in later premium payments. /t is 
thus only the terminating employer who 
can possibly benefit from Mr. Alvord’s 
guarantee. 

The guarantee available 
(from age 65) under Deposit Admini- 
stration contracts—which covered 950.- 
000 employees at the end of 1955—is 
subject to essentially the same _ limita- 
tions. However. the insurance company 


similar 


guarantee is much stronger under in- 
dividual-policy pension plans — though 
here again the dividend margin in par- 
ticipating premium rates makes it that 
much more difficult for an employer to 
take advantage of the guarantee, 


Death Benefits in Uninsured Plans 
Mr. Alvord’s paper is frankly written 


— 


from the standpoint of the insurance 
company actuary. Mr. Dyer’s, on the 
other hand, is an attempt at an impar- 
tial review of uninsured pension plans. 
Personally we found that after reading 
the paper we remembered the criticisms 
of these plans more than their advan- 
tages. 


Among the historical and factual 
statements made by Mr. Dyer occurs 
the following: “Life insurance benefits 
offered in conjunction with pension 
plans are generally insured in the 
United States, not only for reasons of 
financial stability, but because of cer- 
tain important tax advantages inherent 
in life insurance as opposed to death 
benefits provided by a trust.” However, 
both of these reasons—which may be 
“real” so far as the general public is 
concerned—are actually invalid. Let us 
consider them in turn. 


The fear of including a substantial 
in-service death benefit among the other 
benefits of a pension plan is based on 
fallacious reasoning. This was proved 
very neatly by Myrna Knopf in Volume 
6 (1957) of the Proceedings of the 
Conference of Actuaries in Public 
Practice. She there described a model 
company of ten 40-year-old employees. 
nine of whom were to receive equal 
pensions at age 65, the tenth (the presi- 
dent) being slated to draw a pension 
seven times that of everyone else. Cer- 
tain standard mortality bases were used 
and it was assumed that Chance devia- 
tions would occur to prevent the “aver- 
age” mortality being attained by a 
company similar in all other respects to 
the model. Miss Knopf then drew 200 
companies of the 
tables of random numbers and checked 
each of them against the actuary’s “av- 
erage” cost computations. 

It turned out that 5% (i.e., 10) of the 


200 companies would have had to pay 
50% more than the actuary forecast. 


model type from 





Employee-Benefit Plans 
Employee-Retirement Plans...In Maryland 


We welcome the opportunity to cooperate with you and 


your counsel on any practical problem in this special- 


ized field. You should take advantage of our experience. 


There is no obligation. 


MERCANTILE-SAFE DEPOSIT 


and Trust Company 


BALTIMORE, MARYLAND 
Capital Funds: $20,000,000 


Chartered 1864 @ 
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And 1% of them would have had to 
pay 60% more than this forecast. Here 
we see a graphic illustration of the 
deviations. 

But now consider what happened 
when all pensions were reduced (in the 
same proportion) by such an amount 
that each employee could be given an 
in-service death benefit equal to eight 
times his anticipated pension without 
increase (or decrease) in the aggregate 
annual contribution previously calcula- 
ted by the actuary. Did the “financial 
stability’ of the plan suffer as Mr. 
Dyer suggests? 

What happened was that 10 of the 
200 companies—a different 10—found 
that they had to pay 28% (instead of 
50% ) more than the actuary forecast. 
The unluckiest two companies now had 
to pay only 39% (instead of 60%) 
more than forecast. The result of in- 
cluding the death benefit was thus to 
stabilize the liability of the companies 
for benefits paid from the. trust fund. 

Turning now to the supposed tax 
advantages of insured death benefits we 
append the following summary table of 
factual information. It will be seen that 
the advantages of each of the three 
types of financing the death benefits 


(table on next page) 
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In-service death 
benefit payable 





through: Income tax Estate tax 
Trust fund At capital gains rates in year of None 
death on excess over $5,000 
Group life insurance (out- None In full 
side pension trust) 
Individual insurance policy At standard rates every year on 
or the “pure premium” cost of the None 


Group Life Insurance held 
under pension trust 


actual year’s coverage plus at 
capital gains rates in year of 


death on excess over $5,000 of 
the policy cash value. 





depend to some extent on the circum- 
stances of the individual employee. 

Thus, for example, an employee with- 
out estate tax liabilities and an in-ser- 
vice death benefit of $5,000 or less will 
find the trust fund and the group life 
insurance procedures equally advan- 
tageous in comparison with an individ- 
ual policy held as part of a trust. On 
the other hand, the highly paid execu- 
tive with a large estate and a substantial 
in-service death benefit may, or may 
not, find group life insurance advan- 
tageous in comparison with the trust 
fund approach. In the zone between 
these two types of employee the ad- 
vantage probably lies with group life 
insurance. But the only time the indi- 
vidual policy pays off in tax advantages 
is when the employee dies soon after 
his policy has been effected! 


A A A 


@ The second annual Pennsylvania Trust 
Training School will be held on the 
campus of Bucknell University, Lewis- 
burg, June 22-27, 1958. 


EMPLOYEE COMMUNICATIONS 


@ Company communication systems con- 
tinue to expand, Opinion Research Corp., 
Princeton, N. J., reports. A survey of 
100 companies with assets of $5 million 
and over taken in May 1957 among the 
four classifications — utilities, trade, 
transportation and manufacturing — 
showed that compared with 1950, mo- 
tion pictures had the greatest advance. 
Most of Opinion Research’s July 1957 
Report is devoted to practical points on 
how to get the greatest benefit from com- 
pany films. Economics courses on the 
other hand, have dropped about halfway 
from their 1952 peak. Other forms of 
communications are at or near their 
peak use. The figures below represent 
the number of the 100 companies current- 
ly using each form of communication. 


Supervisory Meetings «94 
Plant tours ef Sorte) 
Motion pictures _ Socebssahusligice Ta 
Letters __. - pA ee 
Employee publication 77 
Institutional advertising _..._.__ 70 
Employee meetings ...--———st—<«~iS 
Information racks = 46 
Economics courses _...............--.. 24 





our 
services 
include 


SAINT JOHN, N.B. S 





Estate Planning 

Executor and Trustee 
Administrator of Estates 

Agent for Executors or Trustees 
Management and Safe Custody 


Real Estate: — appraisals 


Trustee of Bond Issues 
Transfer Agent and Registrar 
Paying Agent 

Trustee of Pension Funds 
Trustee of Endowment Funds 
Mortgage Loans 


MONTREAL TRUST 


Company 


MONTREAL @ CALGARY @ EDMONTON @ HALIFAX 
TORONTO @ VANCOUVER @ VICTORIA @ WINNIPEG 
REGINA e 
LONDON, ENGLAND 


— sales and purchases 


a management 


QUEBEC, P.Q. 
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Training Program Pays Of: 


During 1957 directors of 14,000 
American banks will have elected 1,090 
new bank presidents and 5,000 other 
bank officers. Where are we to get these 
new officers? This question was an- 
swered in part by D. H. Tuttle, assistant 
vice president, First National Bank of 
Memphis, who spoke on the long range 
benefits of an effective training program 
before the Staff Relations Departmental 
of the annual FPRA Convention in 
Chicago. In his bank the executive 
training program was put in operation 
immediately after World War II, and 
every one of the 60 officers elected in 
the past 12 years was chosen from with- 
in the bank. There is still an adequate 
reservoir for the future. 

The best type of program rotates 
trainees from one department to an- 
other until they have acquired a thor- 
ough working knowledge of exactly how 
the bank functions, This makes for more 
efficient personnel, flexibility of opera- 
tion, maintenance of interest in the job 
and a more closely knit organization. 
It also helps to discover an employee's 
natural talents and gives management a 
chance to evaluate more accurately the 
trainee’s potentialities for eventual ex- 
ecutive responsibilities. Mr. Tuttle said 
he knew of no bank that had adopted 
such a program and later abandoned it. 
In setting up an effective training plan 
it is highly important to enlist the aid 
of all department and branch managers. 

Mr. Tuttle’s bank has a modern class- 
room equipped for motion pictures and 
sound-slide films. One-hour classes are 
held daily five days a week, during 
working hours for operational employ- 
ees, with advanced classes being held 
on a weekly or semi-weekly basis. Since 
the students are also getting on-the-job 
training, they have ample opportunity to 
apply what they learn in class. Some 
trainees who have spent years in a given 
department with slightly better than 
average performance record have sud- 
denly shown remarkable capabilities 
when placed in a position requiring dif- 
ferent skills. While every trainee gets at 
least three years, thoroughness rather 
than time is the keynote and the pro- 
gram is flexible. Simultaneous taking of 
outside courses (AIB, for example) is 
encouraged with costs refunded. 

After training, it is unrealistic to a 
sume that the trainee will be satisfied 
to just plod along until his big break 
finally arrives. A practical approac! is 
to continue the educational process. Send 
him to a banking school and to con- 
ventions and conferences. 
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TEXANS HOLD TRUST MEETING 


HE TRUST SECTION OF THE TEXAS 

Bankers Association held its 36th 
Annual Meeting in Galveston, October 
10-12. Fred Holland, vice president and 
trust officer, First National Bank, Fort 
Worth, was elected chairman for 1958, 
in which year the meeting will take 
place in El Paso. He succeeds E. A. 
Flowers, vice president, First National 
Bank, Waco. Ross P. Bennett, vice 
president and 
trust officer, Hous- | 
ton Bank & Trust © 
Co.. was chosen as | 
a member of — 
the Administrative — 
Committee  suc- 
ceeding W. F. 
Worthington, vice 
president and sen- 
ior trust officer, First National Bank, 
Dallas. 

The first major address on the pro- 
gram was by E. T. Bartlett, vice presi- 
dent. Cleveland Trust Co., 
on “Trust Investments.” This was fol- 
lowed by “Interesting Administrative 
and Legal Situations Confronting Cor- 
porate Trustees,” discussed by Houston 
John H. Crooker, Jr. 

A striking feature of trust banking 
in the Southwest has been the rapid 
growth in the volume of trust operations 
and in trust department income, Leslie 
C. Peacock, financial economist, Fed- 
eral Reserve Bank of Dallas, told the 
audience. Trust department income in 
the Eleventh Federal Reserve District 
has risen from $1.3 million in 1945 to 
$6.2 million in 1956. Even more signi- 
ficant is the fact that the percentage 
growth in trust income during the post- 
war period has been considerably in 
excess of the growth in total bank in- 
come. 


FRED HOLLAND 


who spoke 


attorney, 


Mr. Peacock’s remarks dealt particu- 
larly with the Eleventh District annual 
survey of trust department income and 
expense (T. & E. Aug., °57 754). It 
is much easier to get accurate figures 
of income than of expense or of the 
trust department’s total contribution to 
the bank’s income and deposits, he said. 
But in the 1956 survey a great deal of 
cars was used by the cooperating banks 
regarding expense reporting, which, to- 
getxer with individual check-ups by the 
Feceral Reserve Bank wherever a fig- 
ure seemed out of line, made possible 
“a ceasonably accurate representation” 
of nember bank trust department ex- 
pe: ses. 
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Of the 16 departments that reported 
net profits one half were in the larger 
size category (over $100,000 of com- 
missions and fees), while of the 15 
departments reporting net losses only 3 
were in the larger size group. Among 
the departments that showed low profits 
or even operating losses, Mr. Peacock 
pointed out, are a number “skilled in 
trust management and efficient in trust 
operations,’ which incur expenses in 
performing trust services for the par- 
ent bank and/or render services with- 
out charge, or at subnormal rates, for 
local governments, colleges. churches, 
and possibly for individuals and busi- 
ness corporations. In other trust de- 
partments rapid growth incurred larger 
expenses which may not be reflected in 
higher earnings for several years. 

“The dearth of information and 
statistical data in the area of trust 
operations has been a cause for com- 
plaint by both economists and trust 
officers,” the speaker said. “To the 
trust officer, the lack of such informa- 
tion has meant that there has been very 
little in the way of standards against 
which to compare his department’s per- 
formance. Furthermore, many of the 
advantages customarily stemming from 
the exchange of information and ideas 
have been absent.” The cooperation re- 
ceived from trust officers in the Elev- 
enth District survey was one step to- 
ward developing detailed data on trust 
operations, he said. 


At the Friday afternoon session 
“Handling Oil Properties and Related 
Accounting Problems” was discussed by 
David Reed, vice president and trust 
officer, First National Bank, Dallas, 
after which Thomas E. Hand, C.L.U., of 
Houston spoke on “Administration of 
Pension and Profit Sharing Plans.” 

“Trust Business as a Career” was the 
subject of the final address of the day, 
given by Clarence E. Sample, vice presi- 
dent and trust officer of Mercantile Na- 
tional Bank, Dallas. Trust business has 
a variety “from the ludicrous role of 
peacemaker in a squabble of heirs to 
the sublime role of saint in the sad days 
of a bereaved family,” Mr. Sample 
said, and fulfills an important function 
in the national life through the invest- 
ment of $100 billion dollars in Amer- 
ican government, real estate and in- 
dustry, and the management of pension 
and profit sharing funds for the finan- 
cial security of workers. 

Regarding opportunity in the trust 
field the speaker wrote to 150 trustmen 
in all states except Texas and received 
replies from 97. “They say they have 
been happy; that they would do it again 
if they had another life to live, and 
they believe they would have profitted 
no more from any other business or 
profession.” The majority have been in 
the business 20 to 40 years, suggesting 
that retirements—along with the yearly 
increasing amount of trust business— 
will open many top positions in the 
next five years. “There are more oppor- 
tunities in the business today than there 
are qualified people available.” 
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As to financial security the speaker 
said that a study made “a few years 
ago” of 516 trustmen showed salaries 
ranging from $2,000 to $43,000. Re- 
ports they now range up to $65,000 
However, the trustman is no ordinary 
person. Ideally his qualities should in- 
clude in addition to the usual funda- 
mentals “accuracy, judgment, loyalty. 
patience, positiveness, sympathy, tact, 
understanding, a sense of humor, and 
integrity to the highest degree.” It all 
depends on the man. “Success doesn’t 
necessarily mean being top man. Today 
trust business is populated more with 
. specialists than ever before. . . You may 
be inclined to accounting, administra- 
tion of trusts, corporate trusts, invest- 
ment analysis, new business, oil, real 
estate, settlement of estates, stock trans- 
fers or taxes. Success means being one 
of the best in your specialization; it 
means being happy because you do 
good work; and lastly financial security. 
You accomplish the first two and re- 
muneration will take care of itself.” 

At the final Saturday 
morning Joseph T. Keckeisen, vice 
president, First National Bank, Chicago, 
spoke on “Economics in Trust Opera- 
tions.” The following reports were then 
received: Legislation—Charles W. Ham- 
ilton, vice president and trust officer. 
National Bank of Commerce, Houston; 
Trust Fees—Ross P. Bennett, vice presi- 
dent and trust officer, Houston Bank & 
Trust Co.; Relationship with the Bar— 
T. J. Moroney, vice president and senior 
trust officer, Republic National Bank, 
Dallas; and Statement of Principles— 
Ralph E. Scott, vice president and trust 
officer, First National Bank, Dallas. 


A A A 


BrocHuURE Honors 


session on 


GeoRGE WAVERLY Briccs 


The late George Waverly Briggs, for- 
merly head of the Trust Department of 
First National Bank, Dallas, has been 
honored by that bank in the publica- 
tion of a 16-page brochure recounting 
his services to the bank, to the trust 
profession and to Texas. As State Com- 
missioner of Insurance and Banking, 
he published a “Digest of Texas Insur- 
ance and Banking Laws.” His work in 
the trust department brought about a 
400-fold growth in that division of the 
bank. 

Mr. Briggs was not a lawyer, but his 
association with the attorneys of his 
area led one president of the State Bar 
of Texas to call him “the most profes- 
sional layman” he had ever known. His 
interest in obtaining the 1945 promulga- 
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GRADUATES OF ILLINOIS TRUST DEVELOPMENT SCHOOL 


Bringing the school’s alumni total to 302, the 27 pictured graduates of the 12th 
Annual Trust Development School sponsored by the Illinois Bankers Association com- 
pleted their course at Northwestern U., August 4-22. Shown left to right are (front row): 
John W. Ervin, Fidelity National Bank & Trust Co., Oklahoma City; Thomas C. T. 
Buckley, Lincoln Rochester (N. Y.) Trust Co.; John W. Mills, Live Stock National Bank, 
Chicago; Fred G. Wangelin, Harris Trust & Savings Bank, Chicago; George O. Knouse, 
Dixon (Ill.) National Bank; Graham E. Heniken, State Bank & Trust Co., Evanston, 
Ill.; Bertil E. Johnson, City National Bank, Rockford, Ill.; E. Grant Pinney, First Lake 
County National Bank, Libertyville, Il. 

Second row: Harold J. Clark, director; G. Kent Carter, First National Bank of 
Bloomington, Ind.; Siva Martin, National Boulevard Bank of Chicago; Thomas F. Roche. 
LaSalle National Bank, Chicago; John S. Stachowiak, LaSalle (Ill.) National Bank; 
John E. Park, Detroit Bank & Trust Co.; Wilbur S. Anderson, Irwin Union Bank & 
Trust Co.,'Columbus, Ind.; Hugo F. Trense, First National Bank of Chicago; James A. 
Shute, Northern Trust Co., Chicago; Joseph Butler, Continental Illinois National Bank 
& Trust Co. of Chicago; Edward V. Geary, City National Bank & Trust Co., Kansas City, 
Mo.; and Robert Fischer, director, school committee. 

Third row: Raymond E. George, Jr., Northern Trust Co., Chicago; J. W. Miller, 
Merchants National Bank, Port Arthur, Tex.; G. Crum Walbaum, First National Bank 
of Springfield, Ill.: Walter Bowermaster, Alamo National Bank, San Antonio, Tex.; 
Thomas C. Octigan, Harris Trust & Savings Bank, Chicago; Henry W. Grady, Jr., Fulton 
National Bank of Atlanta, Ga.; Charles A. Grant, St. Clair National Bank of Belleville, 
Ill.; Howard P. Moore, Continental Illinois National Bank & Trust Co., Chicago; Richard 

W. Foss, Howard National Bank & Trust Co., Burlington, Vt. 





tion of a Statement of Policies by joint 
action of the State Bar and the Trust 
Section of the Texas Bankers Associa- 
tion caused a chairman of the State 
Bar’s Committee on Unauthorized Prac- 
tice of Law to call Mr. Briggs “the 
greatest friend the legal profession in 
Texas ever had.” Through the long and 
ardent study that led to the improvement 
of State laws governing trusts and 
estates, Mr. Briggs inspired the interest 
and enlisted the support of the legal 
profession. “In the combined judgment 
of members of the Trust Section of the 
Texas Bankers Association,” states the 
brochure, “George Waverly Briggs was 
‘principally responsible for the enact- 
ment’ of three important pieces of legis- 
lation” — the Texas Trust Act, the 
Common Trust Fund Act and the Texas 
Probate Code. 
a & A 

@ Gerard F. Brill, vice president of the 
Trust Company of New Jersey, Jersey 
City, has been appointed to the State 
Investment Council of the State of New 
Jersey, which oversees investment of 
assets of over $700,000,000 in five state 
pension funds. 


Oklahoma Trust Division 
Holds Fall Meeting 


The Trust Division of the Oklahoma 
Bankers Association held its fall meet- 
ing at Western Hills Lodge, Wagoner. 
on September 21. The Executive Coun- 
cil approved membership for Central 
National Bank, Enid, and appointed A. 
N. Murphey chairman of the Inter-Re- 
lated Groups Committee. Delegates ap- 
pointed to the Oklahoma Institute on 
Taxation were John W. Ervin and J. E. 
Bishop. 

Following the dinner meeting there 
was a panel discussion of trust prob- 
lems. The panel consisted of J. H. 
Miller, vice president and trust oflicer. 
First National Bank & Trust Co., Okla- 
homa City: Waldemar Pralle, assistant 
trust officer, City National Bank & ‘rust 
Co., Oklahoma City; and J. W. Warren, 
vice president of the Albright Title 4 
Trust Co., Newkirk. 

The Trust Division’s next meeti»¢ i 
scheduled for May, 1958, in con:unc- 
tion with the Oklahoma Bankers 
ciation convention. 
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TRUST FILM PREMIERE HIGHLIGHTS 
NEW YORK TRUST CONFERENCE 


HE Trust Division OF THE NEW 

York State Bankers Association has 
been a positive force for progress in 
the trustee field since its inception and 
the Eleventh Annual Conference held 
at the DeWitt Clinton Hotel, Albany, 
October 17-18th, marked still another 
milestone by the initial showing, to the 
approximately 270 attendees, of the Di- 
vision’s full-color film dramatization of 
trust services, “So Little For Eve.” Un- 
der development for more than four 
years, its premiere attracted bankers 
from 14 other states. The success of this 
pioneering venture is already assured 
by the purchase of prints by 28 New 
York State member banks, in addition 
to which 40 out-of-state banks and trust 
divisions from all parts of the country 
will use it in furthering the spread of 
the trust story. (Details on the film at 
p. 1146.) 

Elected chairman for the coming year 
was Ernest R. Keiter, vice president, 
The Chase-Manhattan Bank, New York 
City and as vice-chairman John G. 
White, vice president and trust officer, 
Security Trust Co. of Rochester. New 
members of the executive committee for 
a three year term are Stewart W. Morse. 
vice president, The First City National 
Bank of Binghampton; E. Tinsley Ray, 
vice president and trust officer, Grace 
National Bank, New York City; and 
F. Taylor Root, vice president, The 
Marine Trust Co. of Western New York, 
Buffalo. 

After introduction by Chairman Her- 
bert A. Jones, vice president and senior 
trust officer, The National Commercial 
Bank and Trust Co. of Albany, Presi- 
dent Richard S. Perkins of the New 
York State Bankers Association stressed 
the need for flexibility in methods and 
techniques of both trust service and 
business development. As chairman of 
the City Bank Farmers Trust Co., New 
York City, Mr. Perkins remarked that 
the collective gain of 21% in trust de- 
partment profits in 1956, reflecting 
larger volume and the more realistic 
fees authorized in 1956, should not lead 
to complacency because the latest Fed- 
eral Reserve study indicated that a 
greater number of banks reported net 
trusi losses in 1956 than in 1955. Also, 
trus: operations in 1945 accounted for 
1.7 of institutional earnings against 
16°. today. Keeping pace alone, he 
said is not enough in view of the 
broedened scope of action offered by 
tedictribution of wealth and income. 
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W. Gibbs McKenney, the widely- 
known Baltimore attorney, pointed out 
some “do’s and don’ts” in connection 
with “Estate Planning and Trust Ad- 
ministration for Business Interests.” 
The need for careful planning is high- 
lighted by the assertion that one bank 
reported 92% of their problems oc- 
curred in connection with the 34% of 
the total estates and trusts in their hands 
which involved business interests. It 
may not be feasible to weave a plan 
around the assets as originally set up 
and additional life insurance, properly 
channelled to assure maximum benefit, 
or a new legal status or recapitalization 
of the business, may seem imperative to 
the experienced practitioner. The busi- 
nessman has little understanding of the 
problems inherent in handling business 
interests after death, not to mention the 
marked advantages which redemption 
of stock of a closed corporation offers 
if properly planned. It therefore be- 
comes of utmost importance that the 
individual features of each case receive 
careful study in order to safeguard the 
overall operation of the estate and the 
interests of beneficiaries. 


“Personality and the Trust Game” 
was the topic taken by Dr. Arthur 
Secord of Brooklyn College to illustrate 
the elements of good communication be- 
tween present and potential customers 
and bank personnel. Illustrated by apt 
and pithy anecdotes, Dr. Secord drama- 
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tized the art of presenting one’s services 
in terms which the other party under- 
stands. 


There are three things which ll 
Americans can do to help offset the 
threats posed by Communist aggression 
of ideas and propaganda, according to 
Phillip H. Willkie, president of the 
Rushville National Bank of Rushville, 
Indiana, who spoke following the con- 
cluding luncheon session. Color preju- 
dice, he said, is too great a price to pay 
before the eyes of the world, where we 
are being unfavorably judged by our 
failure to make proper use of qualified 
elements in the political, financial and 
legal worlds. Secondly, greater stress 
should be placed upon the study of 
mathematics in secondary education to 
permit development of enough engi- 
neers to cope with swelling technical 
demands. Thirdly, every effort should 
be made to expand foreign trade so 
that our capitialistic system can be 
demonstrated as a sound approach to 
meeting man’s needs, rather than to 
rely upon paternalistic handouts through 
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official channels and then complain of 
the handling—and the cost. 

The unhappy state of the security 
markets during October lent special in- 
terest to the report of Chairman Charles 
W. Buek of the Bank Fiduciary Fund, 
vice president of United States Trust 
Co. of New York, which was read by 
Robert A. Jones, vice president, Guar- 
anty Trust Co. of New York. In spite 
of sharply adverse price performances 
in both bonds and stocks, Mr. Buek 
stated a per share valuation as of Octo- 
ber 16th of $97., or only a 3% dis- 
count from par value. An estimated 
dividend of 88.6 cents is scheduled for 
‘November payment; new money is be- 
ing placed at “well over 4%” and a $4. 
annual dividend appears a reasonable 
target. The directors have decided to 
reduce holdings of Series G and K sav- 
ings bonds, which exceed $1.5 million 
and are generally paying 214%, by re- 
deeming on semi-annual interest dates 
bonds maturing in more than one year 
and reinvesting in like face amount of 
corporate bonds with better yields. The 
discount will be charged to principal 
and, for federal income tax purposes 
only, to income, rendering the fund 
dividend partially tax-exempt. The dis- 
count will eventually be recovered 
through the corporate bonds substituted. 
39 banks are participating with an av- 
erage investment of $140,000 and the 


smallest institutional holding below 


$5,000. Total assets approximate $5.3 
million. 
Chairman Alfred H. Hauser of the 


Trust Investment Committee, vice pres- 


ident of the Chemical Corn Exchange 
Bank, New York City, reported detailed 
study of investment of legal trust funds 
during the year. Over a period of a 
few years, it was found that discretion- 
ary common trust funds provided 59 
basis points greater yield than did legal 
funds, based on results from funds of 
both types under the management of 
members of this committee. The experi- 
ence of other institutional investment 
entities was also examined, with partic- 
ular emphasis upon educational endow- 
ment funds, inasmuch as this group 
falls into the same pattern of responsi- 
bilities and objectives with individual 
trust accounts. Over the years since 
1925, Mr. Hauser’s figures showed their 
steadily growing reliance upon equity 
investment which reached a peak in 
1956 at 61.9% of marketable securities 
held by 26 college funds. Legislative 
relief for legal accounts may be sought 
in the next session. 

The salient features of reports of the 
other committee chairmen follow: 

Common Trust Funds — Alfred T. 
Allin, vice president, The Bank of New 
York, New York City. It was decided to 
suggest provisions making it unneces- 
sary to place in a liquidating account, 
or dispose of, common stocks failing to 
pay a dividend or mortgages in techni- 
cal or temporary default held, under 
certain conditions, by a common trust 
fund. It also defined the term “donee 
of a power in trust” and suggested that 
the accounting period be extended after 
the first year from 3 to 5 years. The 
committee is likewise studying the pos- 










CITIZENS 
FIDELITY 





CALL ON 


KENTUCKY’S LEADING TRUST COMPANY FOR 
COMPETENT, COOPERATIVE, EXPERIENCED 
ASSISTANCE IN ANY FIDUCIARY MATTER. 









Since 1858 —Kentucky's Leading Bank 








BANK & TRUST CO. 


L:O UPS VEL LE 


1136 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 





sibility of raising the participation limit 
from $100,000 to $200,000. 

Employee’s Benefit Fund — William 
F. Lackman, vice president, Guaranty 
Trust Co. of New York. New York State 
banks are estimated by the SEC to hold 
about 50% of total pension funds in 
the entire country. Work has been done 
on clarification of administrative pro- 
cedures with the authorities. Committee 
favors legislation which would permit 
use of part interest in mortgages where 
the trust instrument permits and also 
purchase of VA mortgages on property 
outside of the state. 

Trust and Estate Law —F¥. Tinsley 
Ray, vice president and trust officer, 
Grace National Bank, New York City. 
Committee discussed microfilming of 
records, allocation of stock dividends, 
gifts of securities to minors, simplified 
fiduciary transfer of stock certificates, 
prohibitions vs. purchase of part inter- 
ests in mortgages by trustees and re- 
coupment of out-of-pocket expenses. 
Likewise, it considered proposals to 
protect banks paying principal to in- 
fants at majority and to broaden trus- 
tees’ rights to defend their investment 
records. It is also on record as oppos- 
ing the “Uniform Supervision of Trus- 
tees for Charitable Purposes Act.” Ap- 
proval was given to trust record micro- 
filming which will probably pass at this 
session, while disapproval was voted of 
bill to repeal the section of Personal 
Property Law reallocation of stock div- 
idends. 

Public Education — William | T. 
Haynes, vice president, Marine Trust 
Co. of Western New York, Buffalo. 
(Due to Mr. Haynes’ illness, report 
read by Charles E. Treman, Jr., vice 
president and trust officer, Tompkins 
County Trust Co., Ithaca.) This report 
concerned itself entirely with the trust 
film production. 

Business Development-Trust School— 
Thomas E. McFarland, vice president, 
Lincoln Rochester Trust Co., Rochester. 
The fourth year of operation was again 
successful, with 33 students, and some 
applicants refused for lack of facilities. 
Plaques were presented to the 1957 
graduates, 

Trust Operations—Russell H. John- 
son, vice president, United States Trust 
Co. of New York. Studies included 
fourth annual study of trust department 
earnings, as well as possibility of reduc- 
ing paper work through issue of larger 
denomination bonds and trading of 
registered bonds in the same manner 
as coupon bonds. The trust opera'ions 
manual was continued. and expanded. 
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Branch Trust Offices 


STANDARDS FOR OPERATIONS AND AUTONOMY 


GEORGE W. HERMAN 


Trust Officer, Security-First National Bank of Los Angeles, Pasadena, California 


RANCH BANKING IS NOT FULFILLING 
B its potential in supplying trust ser- 
vices for the areas where it is operating 
and permitted to operate. There are well 
over 7,700 branch offices* being oper- 
ated in the United States by some 1,962 
hanks. Of these branches 43% are in 
the same city as the main office, 29% 
in the same county, 13% in contiguous 


counties, and 15% in non-contiguous 


§ counties. Not more than 150, or about 
; 2% have 


branch trust departments. 
Some of that 2% scarcely deserve to be 


Gdignified by being called trust depart- 


ments. If all these 150 were outside the 
main office city, which they are not, 
there would still only be one for each 
30 out-of-city branches and only one for 
each 52 branches, wherever located. 


Reasons for Branch Trust 
Departments 


branch de- 


The reasons for having 
partments include: 





1. To earn money for the institu- 
tion. 

2. To meet competition. 

3. To provide better, more access- 
ible and more expedient trust services 
for present trust customers, branch 
banking customers, and those who 
may become customers. 

4. To serve companies which no 
longer maintain offices in the heart of 
congested areas. 

5. To reduce expenses of operation. 

6. To provide a well-rounded train- 
ing for prospective trust administra- 
tors. 

7. To give the administrators them- 
selves broader experience. 

8. To avoid overly-large, cumber- 
some operations. 

9. To provide convenience for at- 
torneys in the branch areas. 


Branch Trust Services 


Trust services for branches fall into 
four rather general groups: 
(a) the circuit-riding trust advis- 
or; 
(b) the trust advisor who remains 


-_ 


From address before Western Regional Trust 
(onference, Portland, Ore., October 11, 1957. 


*As of December 31, 1956. They are increasing 
Y about 700 a year. 
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in one branch, providing trust con- 
sultative service as needed and de- 
voting the remainder of his time to 
banking department operations; 

(c) the branch trust department 
that is a real trust unit but limits its 
activities to administration; 

(d) the branch trust department 
which may be complete even to its 
own committees, or perhaps with only 
a few of its own service sections, or 
nearly all its own service sections. 


The circuit-riding trust advisor ordi- 
narily is given a group of branches to 
cover. With the cooperation of the man- 
agers and other personnel, appointments 
are made, and he may have definite 
days or half-days arranged at the more 
productive branches and go on call to 
the others. The trust advisors are often 
comparatively inexperienced. It is often 
well to have a more experienced indi- 
vidual participate in the later consulta- 
tions if the facts gathered by the ad- 
visor indicate worthwhile business is in 
prospect. 

The part-time trust advisor who de- 
votes the remainder of his time to being 
a banking department officer is not pre- 
valent in the West, but is sometimes 
found in other parts of the country, par- 
ticularly in the South. 

The situation where only administra- 
tion is done in the branch, with all ser- 
vice sections in the head office, has been 
carried to the point where, by use of 
voice recording equipment, even a sec- 
retary in the branch trust department 
has been dispensed with and all dicta- 
tion forwarded to a central transcribing 
department in the main office, with the 
finished product in the hands of the ad- 
ministrator two days later. My comment 
on this is that if you are content to 
handle correspondence on this delayed 
pattern, it might be well to give up the 
business entirely. 


Variations on Service Sections 


The branch department with some or 
all of its own service sections is devel- 
oped with many variations. There are 
those with centralized accounting and 


branch custody of securities and those 
with accounting in the branch and se- 
curities in the main office. Some 
branches do their own auditing and in- 
vesting, or a portion of each; others 
limit their servicing within the branch 
to check writing and may or may not 
prepare the bulk of their own book- 
keeping tickets. 

Here are some of the arrangements 
in effect: 

Bank A is a large bank with some 30 
branches, al] located within 15 miles of 
the main office. One former branch trust 
department has been discontinued and 
it is claimed few complaints have been 
received but conceded that some of the 
customers would prefer to continue to 
deal with the branch. Bank A has found 
it can more effectively use estate plan- 
ners by having the branches arrange 
appointments either in the branch or 
at headquarters, instead of having set 
days for the various branches. 

Bank B has branch departments at 
distances of 30, 45, and 90 miles. Cen- 
tralized accounting is used and only the 
larger of the three departments gets 
daily journal transcripts. All three have 
direct lines to the main office. 

Bank C has combined all city activi- 
ties in the main office and makes ap- 
pointments at the other city branches 
if the business justifies it. It has gradu- 
ally pulled in all out-of-city branch ser- 
vice sections and is installing punch 
card tabulating, leaving only a part-time 
trust officer, another administrator, and 
their secretaries in one branch. Bank C 
has found that removal of servicing 
from the branch has given the remain- 
ing personnel more time to spend in 
developing new business. This bank has 
a score of branches, some located in 
another county. 

Bank D had only one branch trust 
department, within five miles of the 
head office, with some 250 accounts 
totaling $30,000,000. It combined every- 
thing but administration and installed 
a direct wire. | 
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Bank E has numerous branches with 
trust departments in all but one and 
expects eventually to reopen that one. 
The opinion was expressed that it is 
absolutely necessary to maintain a trust 
office in all branches located in cities 
of 40,000 or more. This bank has cen- 
tralized IBM accounting, but one of its 
men gave the explicit advice, “Do not 
undertake to set up a central bookkeep- 
ing system.” A head office man in this 
bank said, “The branch office people 
will know the customer and his needs 
best. Therefore, the customer gets better 
service. This results in more business 
for the bank. Our system places full 
responsibility on the local trust depart- 
ment head; but included in the respon- 
sibility is the necessity to consult with 
specialists, whether in the home or one 
of the other offices.” Another officer 
stated that having the bookkeeping de- 
tails handled at a distance offers some 
disadvantages but is far outweighed by 
the advantage of being able to trade 
experiences, obtain assistance of distant 
offices with respect to problems arising 
near their office and in general, obtain- 
ing the benefit of widely diversified ex- 
perience, both geographically and other- 
wise. 

Bank F has two entirely independent 
branch departments. It says neither de- 
partment is large enough to warrant 
installation of a machine system that 
permits handling of bookkeeping in one 
central location, and that an independ- 
ent operation has more local appeal, 
especially among attorneys. 

Bank G has securities in the branch 
and the branch does its own buying and 
selling though less than one mile from 
its head office, subject to the head office 
trust investment committee’s decisions. 
Dividends ordinarily go to the main 
office, but it draws its own checks and 
receives daily IBM cash list of accounts 
and strip postings. 

Bank H has all service sections ex- 


cept the analysis and investment units 


“ 
. 


in the branches and is “. . . convinced 
that it is advantageous to the region and 
the customers of the region to have the 
trust officer and records available in the 
area.” Separate nominees are maintain- 
ed for the branches. 


Bank I has the bookkeeping of two 
of four branches combined in one of 
the two branches on Remington Rand 
tabulating. The other two branches are 
on hand posting but will be converted 
to tabulating. There is an auditor in 
each of two branches and the other two 
are audited monthly by one of these 
men. Investments are supervised by an 
officer in one of the branches. Trust 
committees in each branch send their 
minutes to an executive vice president 
in one of the branches. The senior com- 
mittee in the main office also reviews 
branch committee minutes. Branch com- 
mittees are made up of officers and ad- 
visory board members. A trust policy 
committee is composed of the senior 
officers in each branch. Investment re- 
search is provided by an affiliate in an- 
other city. The head of this trust system 
says: 

“There are some disadvantages in 
operating as we do, primarily from 
the expense angle, and most of this 
comes about through maintenance of 
complete records for every individual 
account in each office. However, I 
think the service factor offsets this, 
because attorneys and beneficiaries in 
suburban areas do not like to have to 
deal with offices too far away from 
their home sites. In our present set- 
up, with the possible exception of two 
areas, it is only a matter of a few 
miles to any one of our trust depart- 
ment offices, and this gives us a de- 
cided advantage over our chief com- 
petitor, which has centralized its trust 
work...” 


Bank J absorbed three trust depart- 
ments through merger, but closed two 
of them because it could not find the 
proper personnel to man them. Its re- 
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maining department in a branch is more 
than 100 miles away and is fairly ai to. 
nomous with the exception of investing, 
Contrary to Bank I and many others, 
the Bank J management contends tat 
the theory beneficiaries would like to 
come into their own office and get in- 
formation has not proved true. 

Bank K conducts several trust opera- 
tions about 100 miles distant from one 
another, but uses centralized account- 
ing on NCR for posting ledgers com. 
bined with an IBM punch card security 
investment record. A carbon posting 
ticket is returned to the originating 
office and as ledger sheets fill, a photo- 
graphic copy is made from the translu- 
cent stock on which they are kept and 
sent to the branch. The same procedure 
is followed on asset ledger sheets. The 
main office prepares investment review 
material, tax information, fee computa- 
tion information and accountings for 
the court. They believe that a much 
better quality of work, as well as more 
uniformity in their records system, is 
thus obtained without any sacrifice of 
service on the local level. The manage- 
ment is very pleased with the arrange- 
ment and explains that they departed 
from their original intention to use all 
IBM because trust 
largely of descriptive material and they 
determined that the newer NCR ma- 
chines would provide the kind of rec- 
ord they were seeking and that the 
punch card setup would be used only on 
the asset records, keeping local flavor, 
while improving local record keeping. 

Bank L_uses IBM and 
provides cash sheecis and assets changes 
daily to the branches. Each branch has 
its own securities, and handles its own 
coupon clipping, bond redemptions and 
exchanges, although dividends are pro- 
cessed by the main office. Each branch 
has its own committee, chairmaned by 
the branch manager, who thus is thrown 
right into the trust picture and main- 
tains interest in it. The branch commit. 
tees’ minutes are reviewed by a general 
committee but they make decisions on 
all matters excepting those affecting se 
curities. Securities are sent to the head 
office for sale and purchases are made 
there, unless a local broker has_ been 
designated by the settlor. Income tax 
work is done at the main office, which 
also reviews death tax returns that are 
prepared in the branches. A_ few 
branches handle some corporate work 
and have some pension and profit shat- 
ing trusts. The branches handle recon- 
veyances and foreclosures of trust 
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centralized 
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What Examples Show 


These examples of the operations of 
branch trust departments give an ade- 
quate degree of proof to the statement 
that the variations are probably only 
limited by imagination and resourceful- 
ness. It is important to emphasize that 
you do not necessarily have to operate 
each of your branch departments in the 
same manner. Our organization at- 
tempts to use in each branch department 
the setup that best fits the varying con- 
ditions of size of branch operation, dis- 
tance involved, and personnel available. 


The second conclusion is that if you 
pull all your trust departments into a 
central location and provide only token 
trust representation in the branches you 
contribute to branch banking’s failure 
to fulfill its trust destiny. One man re- 
cently stated, “No one expects to make 
a profit from a branch trust operation 
but we have to provide the service, so 
we do everything we can to cut down 
the expenses.” This philosophy must be 
very satisfying to the branch personnel 
and it will inevitably seep down to them. 
There is trust business everywhere. Our 
great problem lies in our failure to 
effectively acquaint the public with what 
we do. I continually hear of branch 
trust departments being discontinued 
following mergers, and the question 
comes to mind: Was any real effort 
made to retain these branches, to build 
up enough business to make them pro- 
fitable, or was the line of least resist- 
ance followed and the all too customary 
thinking made paramount that every- 
thing is cheaper, if done at the head 
office ? 

Another conclusion logically reached 
is that you can conduct some or all of 
your service sections in a central local- 
ity if you provide all of the necessary 
data to the branch expeditiously. 

The fourth conclusion is that the cost 
of operating branch trust departments 
should be less than a similar operation 
at the main office if the branch is prop- 
erly operated. In arriving at the branch 
costs, head office overhead was correctly 
added in to the extent that it was cal- 
culated as attributable to the branch 
accounts. The crux of the situation, 
however, is this: If you have a Trust 
Committee consisting of top men de- 
¢ ding whether discretion should be ex- 
‘cised to pay a $10 doctor bill in a 
0,000 trust, you are doing two things 
onomically unsound: (1) Spending 
ore than the amount of the bill in 
cciding whether it should be paid, and 
2) Having your administrator spend 
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an inordinate amount of time preparing 
the necessary data to familiarize this 
committee with the circumstances sur- 
rounding the bill and with the terms of 
the trust in order to arrive at a high- 
cost verdict that could have been less 
expensively, as effectively and more ex- 
peditiously reached by a branch com- 
mittee, whose prerogatives could be 
limited to certain matters, with the more 
important exercises of discretion left to 
the head office committee. 

No one will argue that a branch trust 
operation which cannot be made profit- 
able should be continued and I would 
question that such an operation should 
be continued for competitive reasons 
alone. Before you close the branch de- 
partment take a look at the full picture. 
In the first place, branch trust opera- 
tions that are comparable to head office 
operations in other ways should cost 
less. Overhead is greater in a congested 
financial district and largeness does not 
imply efficiency. In the second place, an 
actual analysis will show that most per- 
sons interested in main office personal 
trusts do not live near that office. In 
view of the continued dispersal to out- 
lying areas of industry and business, it 
is reasonable to suppose that they re- 
quire services in those areas. The same 
is true of many larger individual trusts 
administered in any head office since 
the beneficiaries almost invariably live 
close to one of the branches and would 
be better served from there. 


English Experience 


H. D. G. Trew of the Westminster 
Bank, London, wrote for The Bankers’ 
Magazine probably the most logical dis- 
sertation on the subject of trust 
branches. He spoke of the intractable 
nature of the material with which we 
deal and of how as quantities of busi- 
ness developed it became evident that 
their top officers could not effectively 
supervise the actual administration of 


the trusts. They then tried departmental- 
ization and found that interviews were 
becoming committee meetings. A further 
inevitable development was the activity 
of departmental empire builders (an- 
other very prevalent reason for high 
cost main office operations). Also, says 
Mr. Trew, a great weakness developed 
in the creation of a staff of specialists 
trained in too limited a field to the 
detriment of their general administra- 
tive experience. 

To break down over-departmentaliza- 
tion and over-centralization, our Eng- 
lish counterparts took administration to 
the beneficiaries by establishing 
branches in local centers. Mr. Trew sug- 
gested for effective control that a staff 
of about 25-30 administering 700/1,000 
trusts of all kinds, of an average value 
of £10,000 is the largest unit that can 
be dealt with effectively. 

This of unusual interest be- 
cause it is doubtful that new branch de- 
partments were ever opened in_ this 
country in an attempt to reduce the 
main office load. As volume grew, says 
Mr. Trew, mechanization became a 
panacea for all problems and central- 
ized accounting systems of elaborate na- 
ture were evolved. It was then realized 
that about all mechanization can do is 
to replace hand written with machine 
written records. 


seems 


Training Personnel 


One of the most often heard com- 
ments has to do with the lack of prop- 
erly trained personnel with which to 
operate branch trust departments. The 
answer to this lies in the answer to the 
question: Who is responsible for see- 
ing that there is trained help available? 

Apart from branches acquired 
through mergers and purchases, a few 
entirely new branches are being opened. 
In order to staff them young men are 
being intensively trained overnight to 
do things we formerly thought required 
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a decade or two of experience. Trust 
work requires a degree of savvy con- 
siderably in excess of any other facet 
of banking, so why aren’t the best 
young men available being trained for 
it? Mainly because trustmen have either 
made themselves enigmas to top man- 
agement or have not had the intestinal 
fortitude to insist on the best. Really 
bright young men, once the trust chal- 
lenge has been properly presented to 
them, are often anxious to meet that 
challenge. The place to train them is in 
a branch where they will get a broader 
basic training. Training should be kept 
_underway at all times, not just when 
an opening forces hurried, inadequate 
action. 

Over-specialization is the wart that 
grows on the face of largeness. It can 
be avoided in its worst forms by the 
creation of nearly self-sufficient 
branches. The English have broken 
down their overly large London trust 
operations into several trustee branches 
within the city, leaving their main office 
to do what it should do in providing 
principles of operation, audit controls, 
training procedures and development 
planning, as well as expert advice on 
legal and other matters, as requested 
and required. This is also the system 
followed by the Canadian trust com- 
panies. 


Branch Service Sections 


Most of the banks operating branch 
departments maintain service sections in 
the branches with the exceptions of ac- 
counting, investments and analysis. As 
tabulating systems capable of handling 
volume have come into greater use more 
and more centralization of accounting 
has taken place, income tax work is 
logically inclined to follow it. Strangely 
enough, somewhat more than one-half 
have had audits conducted within the 
branches rather than from the main 


office. It seems likely that the tendency 
will be ever more toward a central audit 
section if only because, with head office 
performing accounting functions for the 
branches, certain phases of auditing 
may take place without going to the 
branch. 

In regard to the investment or se- 
curities section, there are a number of 
arguments on either side. In some in- 
stances we are directed by trustors to 
use a local broker. The local brokers 
rightfully feel badly treated where they 
are customers of the branch and the 
big city houses are given all the busi- 
ness. One possible answer is to be cer- 
tain that originating the 
branch location are earmarked by the 
brokerage house for credit to the 
broker’s branch office, even though 
placed in the head office city. The work 
of effectively placing securities 
orders is that of a specialist and a 
good man can do a fine job for your 
account just by knowing where to buy 
or sell. But do not overlook the local 
broker because independent banks in 
your locale will not. It is one thing to 
decline to take unprofitable trust alk 
ness because the customer rates high 
with your banking department and 
quite another to lose goodwill and busi- 
ness for your banking department by 
ignoring the need for local brokers and 
others to earn a living. 

There are no dogmatic answers to 
the question of when to consolidate and 
when to disperse trust accounting in a 
branch system. There are, nonetheless, 
some guide posts. 

To centralize, we should first know 
beyond a doubt that a worthwhile econ- 
omy can be effected after providing for 
the increased cost of both expanded 
communication facilities and some dup- 
lication of records. In addition, the cost 
of the administrator’s time, plus that of 
another person on the other end of a 


orders in 


most 
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telephone or teletype line, must be ana- 
lyzed. To risk giving poorer service for 
an economic gain which may be largely 
illusory is a possibility that must be 
eliminated. 

One of the incongruities of our think- 
ing is that we worry most about the 
things of least consequence. Nine times 
out of ten attempts at economy will be- 
gin in the wrong place. The least expen- 
sive and the most important thing in 
your office is good records. What does 
it cost to keep good accounting records 
—say in a twenty million dollar trust 
department? Well, one good bookkeeper 
can do it without strain. So it costs 
about $4,200 to $4,800 per year. This 
department should be grossing about 
$150,000 a year. So, in trying to reduce 
accounting costs, we are intent on effect- 
in a 3% of gross income 
item. Each facet of your trust operation 
is important, but if your records are 
not good, it doesn’t matter much how 
wonderfully your estate planner oper- 
ates, 


ing economy 


heaps genius your ennigusennean 


is. 

Trust administration is not a mechan- 
ical operation. It is best done by the 
man who knows a great deal of detail 
about a not number of ac- 
counts and who has the remainder of 
such detail almost at his fingertips. 

Canadian ‘Trust Companies 
branches in every province and perhaps 
in England too, and subject to the laws 
of the various provinces, including those 
affecting property and civil rights, have 
found an answer: as much autonomy as 
possible for the branches. 


excessive 


with 


Cost is not the only factor involved: 
if there is one type of competition that 
should be welcomed it is cheap compe- 
tition. Let your neighbor, who operates 
with substandard fees and on a basis 
of taking everything that is offered, go 
broke. The people you are looking for 
as trust customers want to pay a reason- 
able charge for the best service avail- 
able. Keep your standards high. 


We may say in conclusion that in the 
operation of branch trust departments 
as much autonomy should be given as 
the experience and judgment of the 
branch personnel would indicate and 
that decentralization should thereby 
take place to the extent that circum. 
stances make practical. 


A AA 


@ The Mid-Winter Trust Conference of 
the American Bankers Association will 
be held February 10-12, 1958, at The 
Waldorf-Astoria, New York City. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


East Bay (Oakland, Cal.) — At the 
October 15 meeting George W. Phillips, 
Jr., attorney, spoke on “Rights and Du- 
ties of the Family upon Death.” The 
following officers were elected for the 
ensuing year: Pres.—Glendon A. Ward- 
haugh, assistant trust officer, American 
Trust Co.; vice pres——J. Warren Man- 
uel, attorney; sec.-treas——Walter F. 
Frank, C.P.A. 

Los Angeles—“Tax Problems in Cor- 
porate Owned Life Insurance” was the 
subject discussed by Dr. Samuel D. 
Thurman, Professor of Law. Stanford 
University, at the October 28 meeting. 

Central Florida—“Estates by the En- 
tirety as applied to Estate Planning” 
was presented by attorney Walter E. 
Smith at the October 17 meeting. 

Southeast Florida — Officers elected 
for 1957-58: Pres.: Richard Pomeroy, 
Ill, CLU, Guardian Life Insurance Co., 
Miami Beach; Ist V.P.: C. B. Kniskern, 
Jr., attorney, Miami; 2nd V.P.: Willard 
R. Brown, vice president and senior 
trust officer, First National Bank, Mi- 


ami; Sec.: Earl Henrichs, C.P.A., Mi- 
ami; and Treas.: T. B. McGlinn, CLU, 
Mutual Benefit Life Insurance Co., 
Miami. 


Hawaii—A panel of speakers mode- 
rated by Chad Dunstan, president, Pru- 
dential Mortgage Co., discussed “The 
Mortgage Market—Today and Tomor- 
row” (or “Alice in Financial Wonder- 
land”) at the October 17 meeting. 

Indianapolis — By popular request 
Joe Tuohy’s panel of experts continued 
at the October 17 meeting their dis- 
cussion of actual problems encountered 
in administering trusts. Members of the 
panel were: Fred E. Shick, vice presi- 
dent, Indiana National Bank; William 
F. Elliott, trust officer, American Flet- 
cher National Bank; and J. Albert 
Smith, senior vice president, Fidelity 
Trust Co. 

Des Moines—The speaker at the Oc- 
tober 7 meeting was Walter D. Coch- 
rane, counsel, Iowa Inheritance Tax 
Department. 

Louisville, Ky.—Following are the 
officers for the current season: Pres.— 
Thomas Lipscomb, special agent, Penn 
Mutual Life Insurance Co.; Vice Pres. 
—W. Waller Grogan, C.P.A., partner, 
Escott, Grogan & Co.; Sec.-Treas.— 
Wallace G. Mathis, trust officer, Citi- 
zens Fidelity Bank & Trust Co. 

‘altimore—The October 10 meeting 
wes addressed by W. Gibbs McKenney, 


attorney, on “Problems Involved in the 
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Retention of a Business by the Family 


of a Major Owner.” 

Detroit—The October 17 meeting 
was addressed by E. A. Starr, assistant 
agency vice president, Connecticut Mu- 
tual Life Insurance Co., on “Life In- 
surance and Profit Sharing.” 

New Hampshire—The October 30 
meeting (in Manchester) heard Roy M. 
Robinson, Boston attorney, on “Wills, 
Trusts and Estate Planning.” 

Northern New Jersey—The October 
16 meeting was devoted to a panel dis- 
cussion of a “current” estate situation 
involving a $500,000 estate owned by 
a 56 year old man with wife and two 
unmarried daughters. Details of the 
family and estate were submitted to the 
membership with notice of the meeting. 
The panel consisted of Woodruff J. Eng- 
lish, atorney; Robert M. Saville, life 
underwriter; Harry W. Wolkstein, 
C.P.A.; John S. Bacheller, vice presi- 
dent, Fidelity Union Trust Co., Newark; 
Walter J. McLaren, “prospect.” 

Rochester, N. Y.—The October 16 
meeting heard an address on “Invest- 
ing Trust Funds, Theory and Practice” 
by Bert Mallison, vice president and 
manager, Investment Department, Lin- 
coln-Rochester Trust Co. 

Dayton — The October 9 meeting 
heard Eugene D. Badgley, C.L.U., dis- 
cuss pending Congressional legislation 
affecting insurance, estates and trusts 
in 1958. 

Philadelphia—The October 30 meet- 
ing heard Andrew B. Young, attorney 
and lecturer on Federal Taxation, speak 
on “What’s Cooking—in Taxation of 
Trusts and Estates?” 

Seattle — “Recent Developments in 
Stock Redemption Agreements Funded 
with Life Insurance” was the subject of 
Adlore P. Kehoe, attorney, at the Oc- 
tober 16 meeting. 

Madison, Wis.—The October 11 
meeting was held jointly with the 
Madison Chapter of the American So- 
ciety of Chartered Life Underwriters. 
Dr. Solomon S. Huebner, “dean” of the 
“professional” concept of life insur- 
ance underwriting, spoke on “The Hu- 
man Life Value in Our Economy and 
its Proper Protection.” 

Milwaukee—At the October 28 meet- 
ing Louis A. Maier, Jr., attorney, spoke 
on “Recent Developments Affecting Buy 
and Sell Agreements.” 


CANADA 


Edmonton, Alta—Establishment of a 
Life Insurance-Trust Council has been 
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approved by the Alberta Section of the 
Trust Companies Association of Can- 
ada, and articles of association signed. 


Hamilton, Ont—At the first fall 
meeting on September 10 J. Fraser 
Coate, manager, Pension Division, Mon- 
treal Trust Co., Toronto, spoke on “Pen- 
sions for the Self-Employed.” Officers 
elected for the year are: Pres.—Paul H. 
Erickson, C.P.A.; Vice Pres.—Warren 
E. White, trust officer, National Trust 
Co.; Sec.—Harry Beube, C.L.U.; Treas. 
—A. B. Francis, C. A. At the October 
meeting Robert Mitchell, Canada Life 
Assurance Co., spoke on “Why Life In- 


surance.” 


Toronto, Ont.—At the October meet- 
ing Leonard E. Barlow, director, Mc- 
Leod, Young, Weir & Co., Ltd., spoke 
on “The Public Financing of a Private 
Company.” 

Montreal, Que.—At the first fall 
meeting E. S. McLatchy, assistant di- 
rector, Legal Branch, Taxation Divi- 
sion, Department of National Revenue, 
Ottawa, dealt with some aspects of the 
Registered Retirement Savings Plans 
and answered questions on this subject. 


A A A 


Trust Department Earnings 
Reported 


Trust department earnings of Boston 
banks for the first half of 1957 totaled 
$7,524,000, representing an increase of 
12.8% according to the Federal Re- 
serve Bank of Boston. The correspond- 
ing figure for other First District banks 
was $6,597,000 marking an increase of 
15.5%. 

Earnings of New York central re- 
serve city bank trust departments in 
the first half of 1957 were $57.6 mil- 
lion, the Federal Reserve Bank of New 
York reported. The figure for reserve 
city and country banks was $6.5 mil- 
lion. Income from trust departments in 
the Second District increased 16% or 
$9 million over the same period last 
year. 

Reports have been received of 1956 
trust department earnings in state char- 
tered institutions as follows: 


Amount 
State (in millions) 

Connecticut __.. $4.35 
OS a ren 
EIS > 
North Caroling. ........__. 2.30 
Ee ee eee 16 
SS Ne ee ee 94 
WI NITGT oe .40 


*Fiscal year ending June 30, 1957. 


Michigan Bankers Hold 
Trust Conference 


The fall Trust Conference sponsored 
by the Michigan Bankers Association 
was held October 4-5 at Hidden Valley. 
After remarks by C. Lincoln Linderholm, 
president of the Michigan Bankers Asso- 
ciation and of Central Bank, Grand 
Rapids, the Friday morning session 
turned to the subject of “Training and 
Recruitment,” presented by Ralph L. 
Stickle, executive manager of MBA. 
This was followed by “Notice and 
Probate Rules” discussed by Lawson 
Becker, Grand Rapids attorney, and — 
after a recess — “Gamut of Employee 
Benefits” offered by Stewart F. Dingel, 
assistant trust officer, Manufacturers Na- 
tional Bank, Detroit. 

Following luncheon and a_ business 
meeting, R. Wallace Bowman of Studley, 
Schupert, Inc., Boston, spoke on “In- 
vestment Problems of 1957.” J. C. 
Grix, assistant vice president and trust 
officer, Detroit Bank & Trust Co., then 
discussed “New Business Techniques 
from a Psychological Standpoint” and 
C. B. Leonhard, vice president of the 
same bank, dealt with “Public Relations 
on a Community Basis. These men spoke 
from a background of experience in new 
business work covering 20 and 30 years 
respectively. 

After the Saturday morning business 
session, two men plunged into the sub- 
ject of “Cost Analysis of Trust Depart- 
ment Functions” using exhibits, sched- 
ules and extemporaneous explanations 
of these. The men were Clifford R. Mil- 
ler, vice president and trust officer, City 
Bank & Trust Co., Jackson, and Leonard 
Rynski, Detroit accountant. The final 
address on “Recent Tax Developments of 
Interest to Trust Men” was given by 
Thomas W. Payne of National Bank of 
Detroit. 


A A A 


Adams Heads Underwriters 
Albert C. Adams, 


general agent for 
John Hancock in 
Philadelphia, is the 
new president of 
the National Asso- 
ciation of Life Un- 
derwriters. His fel- 
low officers for the 
coming year are: 
vice president, Oren D. Pritchard, Un- 
ion Central, Indianapolis; secretary, 
William S. Hendley, Jr., Mutual of New 
York, Columbia, S. C.; treasurer, J. 
Hicks Baldwin, C.L.U., New England 
Life, Washington, D. C. 





ALBERT C. ADAMS 


TRUSTS AND ESTATES 


at at att a Oe tee kd a Ae Ge tet Bed Bee Gtk Bed Bee “ks ees ask 








ored 
tion 
lley. 
olm, 
LSSO- 
rand 
sion 
and 
L 
IBA. 
and 
wson 
‘ee 
loyee 
ngel, 
s Na. 


siness 
idley, 
“In- 
LL. & 
trust 
then 
Liques 
> and 
»f the 
ations 
spoke 
n new 
years 


isiness 
e sub- 
Jepart- 
sched- 
vations 
R. Mil- 
r, City 
2onard 
> final 
ents of 
ren by 


ank of 


ters 
Adams, 





ent for 
ock in 
a, is the 
lent of 
il Asso: 
Life Un- 
His fel- 
for the 
ar are: 
rd, Un 


cretary, } 


of New f 


urer, J. 
Engl and 


Esta TEs 





$20 Billion Trust Assets in 
State Institutions 


Latest reports* from the twenty 
states (and the District of Columbia) 
giving data on trust assets held by s:ate 
chartered institutions indicate they have 
an aggregate $20,445,530,521 under 
administration, omitting corporate trusts 
and assets held by foreign banks 
wherever they are separately listed. This 
total, which does not include the figures 
for national banks,** represents all of 
the states for which official reports are 
published or made available to T. & E. 
The breakdown follows: 


State Amount 
anmone on 11,426,713 
California 2,441,368,000 


Connecticut 1,065,293,998 





District of Columbia __. 372,382,072 
Illinois 2,702,515,783 
Kansas EEN, 4,065,301 
Maine _ ae oe 54,511,069 
Massachusetts £5,845,706,000 
Minnesota _____. 333,948,750 
Nevada __...._.... 8,877,390 
New Hampshire 24,202,892 
North Carolina ___...... 338,984,915 
Ohio 1,601,992,685 
Oregon 21,394,311 
Pennsylvania —....._. 4,749,900,000 
Rhode Island 572,567,312 
South Carolina 12,630,000 
-exOs 47,746,681 
Vermont 31,807,277 
Washington om 66,898,298 
West Virginia 136,311,074 

Weta) <2. $20,445,530,521 


*As of Dec. 31, 1956 or later. 

**See p. 1074. 

tIncludes $3,522,313,000 
ete.”’ 


“as agent, custodian, 
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NATIONAL BANK TRUSTS 
(Continued from page 1074) 


portant degree dependent on the con- 
tinued success of the employer.” 
“Carrying values for trust department 
assets throughout the country have not 
been standardized,” the Comptroller 
pointed out. There are no statutes or 
regulations governing the method for 
establishing carrying values of assets 
under administration in national bank 
trust departments. Because of the rela- 
tively few changes in the system of 
establishing carrying values within indi- 
vidual organizations the figures reflected 
by the tables in the appendix of this 
report are believed to be of value for 
comparative purposes from year to year, 
but it should be understood that they 
do not represent current market values. 
Accurate information as to aggregate 
m=rket values cannot be obtained with- 
ovt requiring special reports which 
Would impose a substantial and unwar- 


| Tented burden upon the banks.” 


NOVEMBER 1957 


Alabama Bankers Association 
Holds Fall Trust Conference 


Investments, oil and gas leases, farm 
management and committee reports all 
had a hearing at the Fall Conference 
sponsored by the Trust Division of the 
Alabama Bankers Association at Moun- 
tain Brook Country Club, Birmingham, 
October 17-18. 

The report of the Uniform Trust 
Practices Committee was presented by 
Robert H. Woodrow, Jr., vice president 
and trust officer, First National Bank, 
Birmingham, and that of the Legislative 
Committee by J. D. Jolly, vice president 
and trust officer, First National Bank, 
Montgomery. This was followed by an 
address on “Oil and Gas Leases and De- 
velopment Practices” by Victor H. Lott, 
vice president, Merchants National Bank, 
Mobile, and “Farm Management” was 
discussed by Carl Martin of the Athens 
firm of Martin & Holland. 

The first subject of the afternoon was 
“Investments,” handled by Rucker 
Agee, Birmingham investment banker. 
Then came a “Sounding Board” session 
moderated by N. Q. Adams, assistant 
vice president and trust officer, First Na- 
tional Bank, Mobile. 

The Friday morning period included 
a business session, an address on “Cor- 
porate Trusteeships of Alabama Munici- 
pal Bond Issues” given by William Al- 
fred Rose, Birmingham attorney, and a 
review of “Points of Order, Motions and 
Resolutions” by John C. Schor, vice 
president and trust officer, Birmingham 
Trust National Bank. 


A A A 


Bar Holds Regional Meeting 
in Louisville 


A regional meeting of the American 
Bar Association was held at Louisville 
early this month. The Section of Real 
Property, Probate and Trust Law put 
on a program on the 8th featuring two 
papers and a panel discussion. Ray L. 
Potter, vice president of Burton Ab- 
stract & Title Co. of Detroit, spoke on 
“Promoting Marketability by Real Es- 
tate Title Standards.” Daniel M. 
Schuyler, of the Chicago law firm 
Schuyler, Richert & Stough, outlined 
“What the Busy Lawyer Needs to Know 
about the Rule against Perpetuities.” 

The round table discussion on “Cur- 
rent Legal Problems in the Management 
of Trust Property” was handled by Sec- 
tion Chairman Joseph Trachtman of 
New York, William H. Abell of Ogden, 
Galphin & Abell, and Robert S. Dorsey 
of Bullett, Dawson & Tarrant, both 
Louisville law firms. 





JEWELRY 
BUYERS - APPRAISERS 


We purchase Estate Holdings 
of Diamonds, Precious Stones, 
and Jewelry. We will examine 


estates anywhere and offer im- 
mediate cash payment. 


We render realistic appraisals 
based on long and wide ex- 
perience in the field. 


ROBERT BRUCKER 


JEWELRY CORPORATION 


22 West 48th Street 
New York 36, N. Y. 
PLaza 7-1563 


Bank references upon request 





Inquiries invited without obligation 











“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for ‘‘Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
Capital Funds... . $ 27,947,633 
Total Assets ... . $272,638,337 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“Legal headaches can be painful and 
costly” observes an ad from Marine 
Trust Co. of Western New York, Buff- 
alo. The answer indicated is to “see 
your lawyer at least once a year for an 
Annual Legal Check-up. You and your 
family will be the chief beneficiaries.” 
Another ad in the same series points 
out that there will be less misunder- 
standing and fewer lawsuits if people 
check regularly with their attorneys, 
and a third says that “I didn’t know 
it was loaded” can apply to legal as 
well as lethal instruments. . . Play safe. 
See your lawyer. . .” 


“Retirement savings and your tax 
position” introduces a discussion of the 
advantages of the Montreal Trust Co.'s 
retirement savings plan for a self-em- 
ployed person. The ad states that the 
Plan is Government-registered, that the 
individual can avail himself of options 
to offset inflation, that he can control 
the amount of contribution he wants to 
make each year (within the limits speci- 
fied by the Act), and that he can make 
his arrangements through any branch 


of the Royal Bank of Canada. 


“All decisions are made by hand” in 
trust and estate work, since no two 
situations are exactly alike, Provident 
Tradesmens Bank & Trust Co., Phila- 
delphia, states in a recent ad. A hand 
is pictured writing with a quill pen. 
The text comments on the “understand- 
ing and personal attention” of the trust 
officers together with their “speed and 
thoroughness in serving an individual’s 
needs through his attorney, accountant 
or life underwriter.” 


“The ounce of prevention worth 
more than a pound of cure” in an ad 
of First National Bank of Arizona, 
Phoenix, is “a talk with your attorney.” 
Reminding the reader that “every day 
our trust officers come in contact with 
many attorneys and their clients,” the 
ad notes that experience has proven “it 
is far less costly to avoid a legal error 
than to correct one,” particularly in 
any legal instrument as final as a will. 

“Executives cut down risks and save 
time by using Guaranty’s custody ser- 
vice” states an ad of Guaranty Trust 
Co., New York. Photographs illustrate 
the contention that “corporate execu- 
tives must assume personal liability in 
the physical handling of a corporation’s 
portfolio; they face hazards and lose 
valuable time.” The lower third of the 
ad describes the custody service and 
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offers a booklet, “A Safekeeping Service 
for the Security Holdings of Corpora- 
tions.” 


“When a man plans his estate affairs” 
it is not what he leaves but what the 
family receives that is important, ac- 
cording to an ad from Boston Safe 
Deposit & Trust Co, A man is pictured 
at home playing with his grandchildren, 


a i 











LEGAL HEADACHES CAN BE 
PAINFUL AND COSTLY 


R See your lawyer at least once a year 
for an Annual Legal Check-up. You and 


your family will be the chief beneficiaries. 


This advertisement is sponsored in the 
public interest by The Marine Trust 
Company of Western New York. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION ) 


and the text observes that it is the busi- 
ness of the trust company “(1) to help 
estate owners and their lawyers set up 
workable, economical estate plans, and 
(2) to follow through as executor and 
trustee. . .” 

“Would you do it? . . Would you 
settle someone’s estate?” inquires an 
ad of Fort Wayne (Ind.) National 
Bank. The text discusses the time, diffi- 
culty and responsibility involved in an 
executor’s work, and advises, “If you 
would not assume this responsibility. 
don’t ask a relative or a friend to as- 
sume it. Don’t ask your wife to do so.” 

“Better by far” titles a story about 
competitive sailing in an ad of The 
Hanover Bank, New York, that pictures 
the Ranger, “last victor in the Amer- 
ica’s Cup races.” The ad explains that 
any man who “copes with the winds 
knows the need for a responsive, ex- 
perienced crew and .seasoned judgment 
at the helm. Recognizing the character- 
istics of quality performance is second 
nature to him. That is why he places 
his trust in Hanover.” 

“If you carry $25,000 or. more life 
insurance . . . Have you looked into 

















‘A will for your life insurance’?” in- 
quires an ad of City Trust Co., Bridze- 
port, Conn. The text explains that life 
insurance may amount to more than 
the other estate assets put together, that 
the plans for disposing of its proceeds 
may be of similar importance, and that 
is why a life insurance trust is some- 
times called ‘a will for your life insur- 
ance’. The ad offers a booklet, “The 
Other Settlement Option”.” 

“As your Transfer Agent, we save 
you this overhead expense,” observes 
the man pictured in a First National 
Bank, Chicago, ad. He is pointing to 
the equipment and personnel of the 
stock transfer section of the trust de- 
partment. The text at the bottom of the 
ad tells the true story of a growing 
corporation that solved its handling of 
increasing stock transfers and dividend 
payments by obtaining the services of 
this department. The ad is one of a 
series using case histories. 


Forums 


The fifth Women’s Finance Forum 
sponsored by National City Bank, 
Cleveland, included three Wednesday 
afternoon meetings, October 30, and 
November 6 and 13. The emphasis was 
on “Inflation and Estate Planning” with 
addresses on this theme by Thoburn 
Mills, vice president and trust officer, 
and Russell E. Vunderink, 
vice president and trust officer. related 
topic—‘Selecting Securities in Today’s 
Market””—was presented by Gilbert H. 
Palmer, vice president in charge of 
security research and analysis, and this 
was followed by a panel discussion of a 
number of industries and companies. 


assistant 


Booklets 


Two brochures issued by Royal Trust 
Co., Montreal, describe the opportunity 
for individual retirement saving with 
tax advantages as provided in the 1957 
Amendment to the Canadian Income 
Tax Act. “Tax Savings for Individuals” 
outlines the advantages and limitations 
of saving under a plan, describes briefly 
the various plans available, points out 
the decisions the individual must make, 
and how tax savings can be obtained. 
The other, and smaller, booklet—“Guar- 
anteed Retirement Savings Plan”—de- 
scribes the Trust Company’s own Plan 
and how it works for the individual 
participant. Savings of participants can 
be deposited at the nearest branch of 
the Bank of Montreal. 


FPRA Notes 
Many banks are finding that radio is 
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the forgotten medium, George Good- 
win, vice president, First National Bank, 
Atlanta, told the radio clinic at the 
Financial Public Relations Association 
Chicago convention. Banks that cannot 
afford the high cost of TV are spon- 
soring newscasts, time and temperature 
reports and public opinion forums on 
radio. Industry figures show that in 
the last two years nearly 29 million 
radio sets have been sold in a market 
considered already saturated. Radios 
were included in the equipment of 86% 
of all new cars sold in 1956. News and 
popular music are preferred listings— 
news leading among business and pro- 
fessional men, and popular music among 
women, 

“A bank tour is the best way of sell- 
ing banking I know,” W. W. Cook, 
president, Beatrice (Neb.) National 
Bank, told an FPRA clinic. Three es- 
sentials to success are: 1. The conduc- 
tor must be completely familiar with 
all the operations of the bank; 2. Take 
time enough, and guage interest by 
questions; 3. Keep the group small— 
not over 15. 

The American economy is based not 
on need, but on desire. New products 
and services will be with us as long as 
the economy of desire continues. . . New 


products and services do not remain 
unique very long. Competition is alert. 
Hence advertising must be more 
thoughtfully planned, more skillfully 
produced. . . Banking offers “considered 
purchases” rather than “impulse pur- 
chases,” hence appeal to reason is 
better than appeal to emotion, but it is 
best to use both. Research in depth can 
lead to stirring the subconscious as 
well as the conscious . . . it involves re- 
search into how people feel about mat- 
ters and should offer psychological se- 
curity. . . Approving form takes less 
time than approving content. Practi- 
tioners vary as to which they emphasize. 
but disregard of form is a frequent 
cause of negative results. 

One good form: Rectangular illustra- 
tion occupying 40% of space and at 
the top. Brief headline, preferably un- 
der the illustration. Copy 200 words or 
less. Picture sequences should be of 
equal strength. Choice of media 
should be governed by what the mess- 
age is. Some kinds of message are best 
conveyed by direct mail, for example. 
Media have selectivity — geographical, 
occupational, wealth status, etc. Also 
the medium has a “voice.” Does it 
speak with dignity? beauty? authority? 
brevity? etc. Development of a cam- 


paign plan is a further factor in de- 
termining choice of media. And in 
radio and TV, advertising is drastically 
affected by the material that surrounds 
it. The amount of time (or space) is 
another important factor than can add 
importance to the message. 


A A A 


A.B.A. Conducts Survey On 
National Advertising 


The American Bankers Association 
has mailed questionnaires to all member 
banks giving them opportunity to vote 
for or against a national program of 
bank advertising. Those in favor will 
adopt the legend: “This bank is in favor 
of a national advertising program and 
would contribute $5 per million of de- 
posits per year for two years. (Annual 
minimum is $25; annual maximum is 
$15,000.)” The returns will be pro- 
cessed by an accounting firm which will 
then inform the A.B.A. the number of 
banks and total deposits voting Yes, 
voting No, and indefinite. The votes 
are not a: commitment, but will serve 
as a guide for the A.B.A. Its Public 
Relations Council favors national ad- 
vertising, but the Administrative Com- 
mittee and Executive Council have 
taken no position. 
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“So Little For Eve” — 
Trust Film 


The Trust Division of the New York 
State Bankers Association has just re- 
leased to participating banks in 23 
states prints of the trust film, “So Little 
for Eve” (T.&E., July °57, p. 644). 
The film was shown for the first time 
to 250 trustmen and other bankers from 
13 states who gathered in Albany for 
the Annual Trust Conference, October 
17-18. 

The story starts two years after a 
small town industrialist has passed 
away. He was too busy to plan his es- 
tate well, and what happens is seen 
through the eyes of his three children— 
10-year-old and 21 - year-old sons, 
and an 18-year-old daughter—as well 
as from the point of view of the widow. 
There is incompetent management by 
a brother appointed co-executor with 
the widow. The trust officer appears as 
a family friend; there is a capable at- 
torney; and a life underwriter appears 
in a favorable light. There is humor, 
sorrow, and good business sense, yet 
no detailed discussion of technicalities. 
The picture is in full color and runs 
for approximately 30 minutes. 

The film is available to all clearing 
house associations, county bankers as- 
sociations, or to any individual bank 
in New York on a cost basis. It is un- 
derstood that no New York State bank 
purchasing a film may loan it to a 
correspondent bank anywhere. The 
film is not available for loan or rental 
or TV use in New York State prior to 
December 1. 1958. 

The general aura of mystery which 
surrounds financial institutions _ be- 
comes almost complete ignorance as 
the public hears the term “trust depart- 





ment.” The consequence is that many 
logical prospects for trust services are 
entirely unaware that they could bene- 
fit from such services. The trust film 
has been designed to dramatize for its 
audiences the fact that careful planning 
and dependable administration are es- 
sential in caring for the family nestegg, 
and that “money” alone is not enough. 


After the film was shown to the con- 
ferees, William B. Ogden III, vice 
president, Merchants National Bank 
and Trust Co., Syracuse, and a member 
of the committee responsible for its 
production, presented some sound sug- 
gestions for its use. Except in smaller 
organizations where trust operations 
are known to the employees, perhaps 
the first audiences should be the com- 
mercial staff, which can suggest names 
for future group showings. One individ- 
ual in the bank should clear all requests 
for showings to avoid conflicts. Re- 
member that your stockholders, pro- 
fessional groups, such as bar associa- 
tions, doctors, dentists and accountants, 
are prospects. There are also women’s 
societies, financial forums and the ser- 
vice clubs, law students and adult edu- 
cation classes. Banks with branches 
have a fine opportunity to spread the 
word of the availability of trust ser- 
vices and also cement commercial ties. 
These are only some of the many sug- 
gested outlets for showing this film. 


The principal point which should be 
borne in mind in considering the use of 
this new trust tool is that it is an entrée 
to a large number of prospects, a foot 
in the door. It cannot alone sell a 
viewer because each need is distinct 
but it can pre-sell the value of planning 
and corporate administration. Conse- 
quently, booklets are available for dis- 


tribution to viewing groups, and the 
trust personnel in charge of the showing 
should offer at its conclusion to answer 
any questions. In short, the intelligent 
exposure of this film can block out for 
cultivation a larger segment of poten- 
trial trust customers than many other 
methods but the selling must be done 
personally. 


A A A 


Estate Auction on TV 


Closed-circuit television which has 
telecast stockholder meetings, business 
conferences and prize fights now has 
moved into the art auction gallery. This 
versatile medium made it possible for 
more than 2,000 people to participate 
in the sale of the famous collection of 
the late George Lurcy, including his 
famous modern French paintings, X VIII 
century furniture and objets d’art, at the 
Parke-Bernet Galleries, in New York. 
The auction, held November 7, took 
place in the Main Sales Room but was 
viewed as well in two adjoining rooms 
over the TelePrompTer closed-circuit 
television system. A two-way audio 
setup permitted bidding in the adjoin- 
ing rooms. 

A similar closed-circuit auction was 
recently successfully held in London in 
the auction rooms of Sotheby & Co., 
during the sale of another important 
collection—the Impressionist and Post- 
Impressionist works that had belonged 
to Wilhelm Weinberg, a Dutch banker 
whose home was in Scarsdale, N. Y. 

Lurcy, international banker and part- 
ner in the N. Y. Stock Exchange firm 
of Halle & Steiglitz, died in 1953. His 


collection included major works by 


Renoir, Monet, Gaugin, Toulouse-Lau- 
trec, Pissarro and Picasso. 





Scenes from film “So Little for Eve,” showing (left) widow and son at auction of furnishings, and (right) widow and daughter. discussing 
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problems caused by death. 
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CALIFORNIA 


San Francisco James K. Lockhead, with American 


AMERICAN Trust since 1921, will retire as chair- 
TRUST Co. man of the board of directors at the 
end of this year. 

COLORADO 
Denver C. Frederic Meyer relinquished his 
INTERNATIONAL position of vice president and trust 
Trust Co. officer of the Trust Co. to become 


director of investment research for 
the FIF Management Corp., managers and national distribu- 
‘tors of Financial Industrial Fund, Inc., a $72 million 
| mutual investment trust fund. 


FLORIDA 
| Miami Carl H. Bruns, formerly trust officer 
FIRST of NEw YorK TrRuST Co., joined the 


NATIONAL BANK Miami bank with the same title. 
Bruns, who attended Columbia U., had 


been with New York Trust since 1932. 


GEORGIA 
Atlanta William V. Crowley, president of 
FULTON Fulton, has also been named chief 


NATIONAL BANK executive officer. He succeeds Erle 


Cocke, Sr., who has resigned to ac- 


Newly elevated officers at Fulton National Bank, Atlanta, being 
congratulated by President William V. Crowley. Left to right: 
Henry W. Grady, Jr., (Carrol R. Davis, James A. Croom, Mrs. 
Mary Ellis,) Robert Rountree, Virlyn B. Moore, Jr. and Mr. 
Crowley. Messrs. Grady, Rountree and Moore are in the trust 
departments. The others are assistant cashiers. 


cept full-time work as a Director of the Federal Deposit In- 
surance Corporation. Crowley joined Fulton in 1929. 








iscussing 
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Virlyn B. Moore, Jr., elevated to vice president and trust 
officer; Robert Rountree to trust officer; and Henry W. 
Grady, Jr. made asst. trust officer. James C. Shelor remains 
head of the trust department. 

Moore, a former practicing attorney, joined the bank in 
1949; Rountree, who joined in 1952, also is a member of the 
Bar; and Grady, graduate of Washington & Lee U., joined 
the bank in 1954. 


Atlanta Charles E. Thwaite, Jr., associated 
Trust Co. with the Trust Co. of Georgia and 
OF GEORGIA affiliated banks since 1934, elevated to 


Marshall B. Hall 


the presidency; 
named board vice-chairman. 





CaRL H. BRUNS 
Miami 


MARSHALL B. HALL 
Atlanta 


Cuas. E. THWAITE, Jr. 
Atlanta 


Novemper 1957 














| TRUST PERSONNEL CHANGES 





Rost. H. GARDINER 


WILSON MOTHERSHEAD 


C. R. DAUGHRITY 


Indianapolis Des Moines Boston 
ILLINOIS 
Chicago Ernest Palmer, Jr., joined the trust 


City NATIONAL 
BANK & TRuST Co. 


department, having resigned as a 
partner of the law firm of Pollard, 
Palmer and Lawse in Fort Madison, 


Iowa. 
INDIANA 
Anderson Edward C. Vermillion appointed trust 
ANDERSON officer. 
PANKING Co. 
Goshen James E. Rodibaugh named trust of- 
FIRST ficer at Goshen, but is spending some 


NATIONAL BANK time at INDIANA NATIONAL BANK, In- 
dianapolis, to become acquainted with 
trust operations. He is a graduate of U. of Notre Dame 


Law School. 


Indianapolis 
INDIANA 
NATIONAL BANK 


William P. Flynn advanced to chair- 
man of the board; Wilson Mothers- 
head, president; and J. Kurt Mahrdt, 
executive vice president. William P. 
White, who has served as chairman since 1944, retired 
October 31, but received the title of honorary board chair- 
man. 


IOWA 

C. Ream Daughrity promoted from 
trust officer to vice president; Dee L. 
Frost to trust officer. A graduate of 
Drake U. in 1924, Daughrity engaged 
in the practice of law until 1939 when he became counsel 
for the state inheritance tax department, and joined the 
bank’s trust department in 1942. Frost joined the depart- 
ment in 1948, was elected asst. trust officer in 1951, and is 
presently counselor to the Drake Law School Association. 


Des Moines 
IowA-DES MOINES 
NATIONAL BANK 


MASSACHUSETTS 
Boston Robert H. Gardiner elected president 
FIDUCIARY and chief executive officer succeeding 
Trust Co. Francis C. Gray, appointed board 


chairman, Gardiner, formerly vice 
president and trust officer, graduated from Harvard in 1937, 
Harvard Law School in 1940, and joined Fiduciary Trust in 
’46 after five years in the Navy. 


MICHIGAN 
Saginaw H. Martin Peckover became trust of- 
MICHIGAN ficer in charge of the trust depart- 


ment. Since 1946 he had been as- 
sistant manager of Saginaw Abstract 


NATIONAL BANK 


Co. 
MINNESOTA 
Minneapolis Burns Allen, vice president in the 
NORTHWESTERN trust department since 1915, has re- 


NATIONAL BANK tired. 
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MISSOURI 


St. Louis Wilbur Noltensmeyer named asst. 
MERCANTILE trust officer in the tax division of the 
TRusT Co. trust department. He previously was 


an estate tax examiner in the United 
States Department of Internal Revenue. 


NEW JERSEY 
Newark Lee Chambliss retired November 1 
FIDELITY UNION as vice president in charge of person- 
TRUST Co. nel and advertising, his duties being 


taken over by Charles A. Eaton, Jr., 
now vice president in charge of public relations and adver- 
tising. 
Princeton 
FIRST 
NATIONAL BANK 


Gilbert C. Turner, secretary of the 
trust division of Florida Bankers As- 
sociation, will become trust officer on 
December 1, coming from Miami 
Beach First National Bank where he now holds that title. 


NEW MEXICO 


John Y, Gannaway named vice presi- 
dent and trust officer advancing from 
asst. vice president and trust officer; 
and Chet Pasniewski and Chase A. 
Wilson, asst. trust officers. Gannaway is a graduate of 
Mississippi State U. and has been with the bank since 1947. 


Albuquerque 
ALBUQUERQUE 
NATIONAL BANK 


NEW YORK 


Guy K. Crandall elected a trust offi- 
cer, having resigned as vice president 
and trust officer of the MARINE MID- 
LAND TRUST Co. OF SOUTHERN NEW 
York, Binghamton. 


Syracuse 
MARINE MIDLAND 
TRUST Co. OF 
CENTRAL N. Y. 


New York William H. Deale elected asst. vice 
BANKERS president, corporate trust division. A 
TRUST Co. graduate of U. of Pennsylvania in 


1925, he joined Bankers the following 
year and has been in corporate trust since then. 

Also named to the official staff were: J. Ashley Brown, Jr. 
and W. R. Van Liew, Jr., assistant treasurers in investment 
research; Robert O. Parks, assistant secretary of investment 
advisory-personal trust; and Eugene W. Smith, assistant 
secretary, personal trust. 


New York William M. Lees advanced to asst. 
BANK OF trust officer. 
NEW YORK 

New York Appointed investment officers in the 
CHASE trust department: Charles E,. Chris- 


MANHATTAN BANK toph, Willard Tether and Joseph W. 


Walsh. 








Trust Department quarters at the new main office building of 
Harvard Trust Co., Cambridge, Mass. The trust and investment 
departments are located on the third floor of the new building 
which has reflected in its materials and decor the spirit of the 
Cambridge community. Today Harvard Trust Co. with its ten 
offices stands 7th in size among the Commonwealth’s banks. 
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Wo. H. DEALE 
New York 





CLINTON WEBB 
Richmond 


W. J. KILROY 
Rapid City, S. D. 


New York 
CHEMICAL CORN 
EXCHANGE BANK 


William G. Racz appointed a trust 
officer in the investment division at 
30 Broad Street, where he will handle 
trust accounts. 


New York Dozier N. Fields and Lloyd Lowndes 
NEW YoRK promoted to trust officers in the per- Ff 
TRUST Co. sonal trust division. 

NORTH CAROLINA 

Charlotte Julian G. Squires advanced to trust 

COMMERCIAL officer. He is currently president of F 


NATIONAL BANK 
eil. 
Smithfield 
FIRST CITIZENS 
BANK & TRUST Co. 


Holding named chairman and presi- 
dent, respectively. 


OHIO 
Cleveland Loring L. Gelbach, president, also 
CENTRAL elected board chairman following re- 


NATIONAL BANK cent resignation of John C. McHan- 
nan, who was named honorary board 


chairman. 


OREGON 


Richard Owen became supervisor of 
machine accounting division of the 
trust department. 


Portland 
UNITED STATES 
NATIONAL BANK 


PENNSYLVANIA 
Jenkintown Marie E. Lynch appointed asst. trust 
JENKINTOWN BANK officer. 
& TRusT Co. 
Lancaster Gordon G. Potter, formerly a trust 
FARMERS BANK examiner with the Federal Reserve 
& TRUST Co. Bank of Philadelphia, appointed asst. 


trust officer; Charles L. Van Dusen 
promoted from asst. trust officer to asst. vice president. 


Philadelphia S. Powell Griffiths, senior investment 


GIRARD TRUST CoRN officer, and William H. Loesche, vice 
EXCHANGE BANK president, have retired. 
SOUTH DAKOTA 
Rapid City William J. Kilroy elected a trust off 
RAPID CITY cer. A graduate of Georgetown U, 
TrRusT Co. Kilroy came from Minneapolis whet? 


he was trust examiner with the Feder: 
al Reserve Bank for the past seven years. Prior to that he 
was auditor for the U. S. District Court in Washington. 


TEXAS 


Will Mann Richardson, attorney: 
named vice president and trust offi 
cer in charge of the trust department. 


Tyler 
CITIZENS FIRST 
NATIONAL BANK 


VIRGINIA 


Richmond Clinton Webb advanced to vice presi 
First & MERCHANTS dent and trust officer. Webb has beet 
NATIONAL BANK with the bank since 1932. 
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the Charlotte Estate Planning Coun. 


Robert P. Holding, Jr., and Lewis R. 
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Toronto 
CANADA 
TRusT Co. 


John A. Tucker, formerly assistant 
manager, Yorkshire & Canadian Trust 
Limited, and prior thereto trust officer 
with London & Western Trust Ltd., 
appointed trust officer in estate planning division. 






























































Toronto Beatty C. Logan, graduate of Mc- 
CHARTERED Gill U., appointed trust officer. 
TRUST Co. 
ii a = Toronto J. L. Brown appointed manager, tax- 
J. W. ScoTT W. A. BEAN C. F. HARRINGTON MONTREAL ati divisi PP tat d ris ts a 
: Kitchener Miipiecene + paar ation division, estates and trusts de- 
Photo by BELAIR TRUST Co. partment; E. C. Stark, assistant man- 
WEST VIRGINIA ager of that department; D. H. Smele, 
trust § Bluefield G. H. Lawhead named executive vice manager of corporate trust department. 
10n at FLAT Top president, and is succeeded as head of Toronto Frank L. Hays succeeds H. V. Hearst 
handle NATIONAL BANK the trust department by A. K. Parker, NATIONAL as trust officer. The latter retired 
Jr., trust officer, named a director. Trust Co. after 37 years of service. 
ywndes § Fairmount Robert J. Riley, Jr., a certified public Toreate C. F. Harrington, supervisor of On- 
all at FIRST accountant, appointed trust officer. ROYAL tario Branches and asst. general man- 
NATIONAL BANK TRUST Co. ager, made a vice president of the 
WISCONSIN company; Carman A. Jerry, super- 
' fm visor of business development, transferred to Montreal; Don- 
> trust § Neenah Robert E. Kay elected a trust — ald H. W. Bath became manager, business development at 
lent of NATIONAL MANU- cer. Kay has been a partner in the Toronto. 
Coun-§ = FACTURERS BANK law firm of Nesbitt & Kay at Ripon, ; 
and was formerly on the legal staff oe etre 3. Vensowth, wee oe 
swis R, | of the Federal Trade Commission in Washington, D. C. ra sae ie ce Ce a. 
| presi- CANADA nance department, Canadian Westing- 
Kitchener, Ont. P. V. Wilson appointed honorary pres- house Co., and was also with William M. Mercer Limited, 
WATERLOO TRUST & ident on his resignation after 45 years pension consultants. 
SAVINGS Co. of service, and J. W. Scott promoted Toronto Elton R. Meredith, secretary of the 
t, also : ' : 
. from general manager to replace him STERLING company and officer in charge of 
vgn Aba as president. W. A. Bean, deputy general manager, named TRUSTS CoRP. estate administration, appointed man- 
7 board general manager and a director. aging director. 
: ® ® MERGERS 
nor of : | WANTED 
of the EMPLOYMENT EXCHANGE Los Angeles, Riverside & San Diego, 
Cal. — Stockholders of SEcuRITY-FIRST LAW GRADUATE 
ry @ NATIONAL BANK of Los Angeles, CITI- —— dusting thi ie 
' man, gra in is year, 
ye . “4 . ZENS NATIONAL TrusT & SAviNGs BANK ultimately intends to specialize in Estate 
Individuals seeking positions in trust f Ri id as T &Ss : : . - 
st. trust departments may have free listing of hiverside, and SECURITY 1RUST AV- Planning. Opportunity to gain practical 
herein (maximum six lines). Re- INGS BANK of San Diego have approved experience and training in a nationally 
spondents should address corre- merger of the three institutions under recognized Financial Planning firm, lo- 
trust | SPOmdence to Code number shown, the name and charter of SECURITY-FIRST SS ee 6 DnaaBe Los _ 
x = care of “Trusts and Estates,” 50 E. NATIONAL BANK. The merged bank ranks | <aldry. offeet-by cubstaptial dentin es = 
Reserve 42nd St., New York 17, for forward- : . ‘ y y . pportunty. 
ep ing to applicant. fifth or sixth in the United States, Furnish complete educational, family and 
i on : 15 with assets close to $3 billion, and 200 experience background. 
Prt: Trust Officer, Estate Analyst, 15 years branches serving the entire southern half Box H-711-2, Trusts and Estates 
sident. § trust new business and general trust ad- of Galifecnte 50 East 42nd St., New York 17 
vestment § Ministration. Top executive officer of Stamford, Greenwich & Norwalk, 
che, vice trust department last 8 years. Location Conn. — Directors of STAMFORD TRUST 
not a factor. Seeking better opportunity. Co., First NATIONAL BANK IN GREEN- 
79-2 
WICH and of NATIONAL BANK OF Nor- 
Security Analyst, 33, M.B.A., invest- waLxk agreed to merge the three institu- 
rust off # ments i ears tj 
rust ol {ments and corporation finance, 8 y tions to form FAIRFIELD CoUNTY TRUST TRUST MEN WANTED 
own U.ff experience with investment counsel and (Co, . : tae 
is whelé@ one year in stock exchange house, seeks Washington, D. C. — NATIONAL BANK Upper mid-west national bank in city of 
Feder- ; é : snstitution : 100,000 seeks 2 experienced trust men, 
) that 19-8 BANK plan to consolidate under name (a) One man to assist and understudy 
rton. Insurance company investment officer - — Investment — i 
for 11 years offers private placement ex- SENI OR (b) One man as a general account ad- 
i : ministrator and as the understudy to 
og § perience in the development of new trust the Pension and Corporate Trust Oft- 
a business, 79-4 TRUST MAN cer. 
rust oll _ ; a , . . 
vit ment. New business solicitor, with invest- Responsible opening for aggressive man Both openings offer opportunity for ad- 
, Ment experience, seeks connection with between 35 and 50 years of age with ex- vancement to top positions pareve 
trust department for development of perience in all phases of moderate size lished and growing trust Oe eas 
int tal oe tl Trust Department. Please reply fully as to personal history 
ice presi- st business abroad, fresentiy ¢m- The Miami Beach First National Bank and experience in first letter. 
= } npPloyed in Paris. 711-8 © Hae Dean Pet Netiene! Sam Box H-711-4, Trusts and Estates 
has bee Miami Beach, Florida 50 East 42nd St., New York 17 
A A A 
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and charter of the former, bringing com- 
bined assets to $300,000,000., expected to 
be effective by November 25. 


Lewiston & Boise, Idaho — AMERICAN 
Bank & Trust Co., Lewiston, merged 
into First Security BANK OF IDAHO, 
N.A. 


Peabody & Salem, Mass. — MER- 
CHANTS NATIONAL BANK of Salem and 
the WARREN NATIONAL BANK of Peabody 
consolidated under the name of MER- 
CHANTS-WARREN NATIONAL BANK of 
Salem. 

Muskegon, Mich. — MUSKEGON BANK 
and MUSKEGON TRUST Co. have merged 
into MUSKEGON BANK & TRUST Co. 


Franklin Square & Riverhead, N. Y. — 
Offices of STATE BANK OF SUFFOLK were 
consolidated into the FRANKLIN NATION- 
AL BANK OF LONG ISLAND, heretofore 
known as Franklin National Bank of 
Franklin Square. 


Salt Lake City, Utah — ZIoNn’s SAv- 
INGS BANK & Trust Co., UTAH SAVINGS 
& Trust Co., and First NATIONAL BANK 
merged into ZION’s First NATIONAL 
BANK. David O. McKay is chairman, 
Orval W. Adams, president. 


A A A 


Public Trustee of New Zealand 
Reports Increased Business 


Record figures were again reported by 
New Zealand’s Public Trustee Geo. E. 
Turney for the fiscal year ended March 
31, 1957. New estates and funds num- 
bered 4,374 and were valued at £13,258,- 
041 compared with 4,233 valued at £12,- 
811,472 the previous year. Total estates 
and funds under administration on 
March 31 were 18,367 valued at £68,796,- 
898 compared with 1956 figures of 18,- 
321 and £67,131,484. 


SELECMAN EXECUTIVE VICE PRESIDENT, 
CLARK EXECUTIVE MANAGER OF ABA 


As the result of recent action of the 
Administrative Committee of the Amer- 
ican Bankers Association, Merle E. Selec- 
man, who has been executive manager 
since 1952, will become executive vice 
president and chief staff officer. As such 
he will devote more time to plans for 
strengthening and expanding the Amer- 
ican Bankers Association’s services for 
members and organized banking. 

Mr. Selecman, with the Association 29 
years, was formerly deputy manager in 
charge of the Trust Division. 

G. Russell Clark has been named ex- 
executive manager. Assuming his new 








MERLE E. SELECMAN G. RUSSELL CLARK 


duties after the first of the year, Mr. 
Clark will be chief administrative officer 
in charge of operations and personnel 
of the Association. Mr. Clark, who has 
been executive vice president of the New 
York Clearing House Association since 
1948, having first joined it as an office 
boy in 1919, has been closely identified 
with many banking programs of great 
value, including the centralized delivery 
system for the clearing of checks of 
New York City member banks; and the 
chairmanship of the Electronics Com- 
mittee, which is devoting its activities 
to studies leading to improved bank 
operations and service. 









































































































Complete Trust and Banking Facilities 
New England’s Oldest Trust Company 


Founded in 1867 
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RHODE ISLAND 


! HOSPITAL TRUST 
|! COMPANY 





Member Federal Deposit 
Insurance Corporation 


FIDUCIARIES ELECT 
Corporate Fiduciary Association of ::/in- 
nesota: 
Pres.: Alex J. Kraemer, assistant vice 
president, Northwestern National Bank 
of Minneapolis 





A. J. KRAEMER 


Vice Pres.: Alvin H. Hilgedick, trust 


officer, First Trust Co. of St. Paul; 
Thomas A. Roden, assistant vice presi- 
dent, First National Bank of Minne. 
apolis; and Brandt P. Chappell, vice 
president and trust officer, Merchants 
National Bank, Winona. 

Sec.-Treas.: Myron H. Powell, as- 
sistant vice president, First National 
Bank of Minneapolis 

Chm. Exec. Com.: Glenn C. Sawyer, 
trust officer, Marquette National Bank. 
Minneapolis 
Committee on Trusts and Estates, 

Nebraska Bankers Association: 

Chm.: Varro H. Rhodes, trust of- 
ficer, First National Bank, Omaha 

V. Chm.: Robert L. Chancellor, as- 
sistant trust officer, Continental National 
Bank, Lincoln 

Secretary: Thomas N. Moore, assistant 
trust officer, Omaha National Bank 
Trust Department Committee, 

Banks Association: 


Oregon 


Chairman: D. P. Eckman, asst. trust 
officer, Bank of California, N.A., Port- 
land. 

Alberta Section, Trust Companies Asso- 
ciation of Canada (newly formed) 
Chairman: E. Henry, Manager, Tor- 

onto General Trusts Corp., Edmonton. 

Vice Chm.: H. P. Miller, Manager, 
Toronto General Trusts Corp., Calgary. 

Sec.: A. A. More, Manager, Canada 
Permanent Trust Co., Edmonton. 

Treas.: H. A. Eisenhauer, Manager, 
Manager, Eastern Trust Co., Calgary. 


A A A 


IN MEMORIAM 


JOHN N. GARVER, vice president and 
director, MANUFACTURERS & TRADERS 
TrusT Co., Buffalo, N. Y., and forme! 
president of the Financial Public Rel 
tions Association (1949). 


J. HARRISON MCLAIN, trust 
ANDERSON (Ind.) -BANKING Co. 


officer, 


WILLIAM M. MOUNGER, vice-chairmal 
and chief executive officer, and formerly 
trust officer, DEPosIT GUARANTY B.»NK & 
Trust Co., Jackson, Miss. 
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WESTERN CONFERENCE 
(Continued from page 1082) 


. Cash Register, IBM, Minneapolis Honey- 
| well, U. S. Steel, Bethlehem and Armco, 


| Food Fair, Kroger, Grand Union, Inter- 
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national Paper, General Electric, some 
utilities in the south-southwest, and 
some coast bank stocks, and one insur- 
ance, Travelers, as well as the interna- 
tional oil companies. 


ABC’s of Employee Benefit Plans 


A qualified pension or profit-shar- 
ing plan, carefully tailored to meet the 
specific situation, should be explained 
to employees regularly so that maxi- 
mum practical benefits are obtained, 
according to Frederick H. Torp, of the 
Portland law firm Hart, Spencer, Mc- 
Culloch, Rockwood & Davies. Plans 
should be amended and improved to 
meet changing conditions, and reex- 
amined regularly in the light of current 
decisions and rulings, he asserted after 
a review, at the third session, of the 
fundamental characteristics of such 
plans, their tax advantages and statutory 
requirements for gaining them. 

The growing trend to pension and 
profit-sharing plans has been encour- 
aged by the changes in the final regula- 
tions under the 1954 Code, the consol- 
idation in Rev. Rul. 57-163 of all im- 
portant rulings into one comprehensive 
statement of the necessary contents of 
a qualified plan, and simplification of 
the procedures for obtaining Internal 
Revenue Service rulings on qualification 
of plans, Mr. Torp said. 

The speaker then reviewed the most 
commonly discussed advantages and 
disadvantages, to employee and em- 
ployer, of profit-sharing and pension 
plans, and the pros and cons of in- 
sured versus trusteed plans. On the 
latter debate he remarked that no con- 
clusion from these arguments applies 
to each employer. The plan best suited 


to his needs can be arrived at only 
through careful analysis. ' 

In connection with the requirements 
of eligibility for participation, Mr. Torp 
pointed out that if the standards are too 
rarified, a change in the situations of 
only a few employees may prevent the 
plan from meeting the coverage re- 
quirements of the Code. 

The two most important considera- 
tions in deciding upon the vesting pro- 
visions of a plan are (1) certainty that 
forfeitures will not revert to the em- 
ployer upon termination of the plan; 
and (2) certainty that vesting provi- 
sions do not discriminate in favor of 
employees who are officers, sharehold- 
ers, supervisory, or other highly paid 
employees. The Internal Revenue Ser- 
vice has recently ruled that a_ profit- 
sharing plan must make provision for 
the granting of fully vested rights upon 
discontinuance of contributions, as well 
as where actual termination takes place, 
Mr. Torp reported. Such mandatory 
complete vesting is now required of all 
such plans. 

Notwithstanding the fact that a defi- 
nite predetermined formula for deter- 
mining the amount to be contributed 
under a profit-sharing plan is no longer 
a requirement, many employers. still 
adopt such a formula as a matter of 
good employee relations, the speaker 
observed. Where the plan does contain 
a definite profit-allocation formula, the 
employer’s contribution or the method 
of contribution for a particular year 
must be determined by appropriate ac- 
tion before the close of that year. In 
any event, the employer should be ad- 
vised to adopt an allocation formula 
which is relatively easy to administer. 

Many employers may find it eco- 
nomical and practical to participate in 
qualified pooled investment trusts es- 
tablished by a trust department, Mr. 
Torp indicated. These pools, promising 
greater investment diversification, _ li- 
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quidity, and earnings, provide a service 
much in demand. 


Branch Trust Operations 


Branch banks are not making the 
most of their opportunity, according to 
George W. Herman of Pasadena office 
of Security-First National Bank of Los 
Angeles, in his talk on “Operating 
Branch Trust Offices.” They can pick 
up a lot of business, which would never 
otherwise reach the head office, and 
properly staffed the branch can handle 
the business more efficiently. However, 
he couldn’t see any point in operating 
a branch trust department at a loss. 

Mr. Herman had some pertinent re- 
marks concerning personnel. Trust 
work, he declared “requires a degree of 
savvy considerably in excess of any 
other facet of banking.” But, the best 
young men aren’t being funneled into 
this department, because, he said, “trust- 
men have either made themselves enig- 
mas to top management or have not 
had the intestinal fortitude to insist on 
the best.” Extension of Mr. Herman’s 
remarks appears at page 1137. 


Home Starts 


Although new housing starts have 
declined from 1,300,000 in 1955 to prob- 
ably 1,000,000 this year, “the golden 
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age of American forest industries has 
just begun”, according to James B. 
Buckley, from the research and devel- 
opment department of Georgia-Pacific 
Corp. 

Simple arithmetic, he insisted; the 
nation is still short four or five million 
homes, more babies are being born. By 
1960 the demand will start a big boom. 
The houses will be bigger, fewer two- 
bedrooms. The new houses will need to 
be furnished. At the same time remodel- 
ling and repair will continue to boom; 
already these activities — sparked by, 
more leisure and do-it-yourself promo- 
tion—take 15 per cent of all lumber 
produced, nearly 30 per cent of all 
plywood. 

Reforestation, tree-farming, sustain- 
ed-yield logging will guarantee a supply 
of raw material both for building and 
for paper and paper products. Each 
American uses 192 pounds of kraft-type 
paper annually. 


Farm Management 


The economic and technological revo- 
lution on the farm was pictured by 
Edgar T. Savidge, secretary of the Agri- 
cultural Commission, American Bank- 
ers Association. The 13 per cent of the 
population still residing on farms pro- 
duce a surplus; five per cent could do 
the job, he said. Fifty per cent of the 
4.7 million farms produce 90 per cent 
of the total product, ergo, many small 
units will kave to go. 

The capital investment per worker 
is greater on the farm ($15,000) than 
in industry. For a family size dairy 
farm average investment is $67,000; for 


corn-hog raising, $44,000; Texas cotton 
land $87,000; grain, in the state of 
Washington, say $146,000. 

With units of such value Mr. Savidge 
saw a lot of opportunity for handling 
farms in trust, and trust departments 
will have people who know how to do 
it on staff. How many? One bank, he 
said, figures one good manager could 
handle 50 farms within a radius of 50 
miles of his office. Savidge reported one 
unnamed middlewest bank in which 76 
per cent of the net from its trust opera- 
tions comes from operating farms. 

Experience of banks over the country 
shows that the questions to ask regard- 
ing a candidate for farm and ranch 
management work should, according to 
Mr. Savidge, include: farm-reared? col- 
lege of agriculture trained? farm man- 
agement experience? membership in 
farm management societies? potential 
officer material? and particularly, will 
he be able to get along with tenants 
and laborers as well as with landown- 
ers? 

Records and written reports are es- 
sential to keep all parties informed of 
the progress being made. They make 
for better farming, and the data they 
contain will be useful in the preparation 
of income tax returns. 

Compensation can be fixed by the 
governing by contract, 
statute or court determination. Some 
states provide 10% of gross rental in- 
come or $l per acre, whichever is 
greater. A bank in the Southeast re- 
ceives 5% of the gross proceeds from 
sales of farm products and from cash 
rents, plus out-of-pocket expense. 
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“As you can see, there will soon be 
plenty of room at the top.” 
Reproduced from “The Management Re- 
view” with permission of American Man- 
agement Association, Inc. 





Bank farm management affords op- 
portunities for additional business—ap- 
praising for farm loans, for inheritance 
tax purposes, for division of estates, 
and for advising customers on the pur- 
chase or sale of farm land, Mr. Savidge 
concluded. 


Business Interests and Real Estate 


Ralph B. Stratford, manager of Has- 
kins & Sells in Portland, remarked that 
since there’s no escaping the manage- 
ment of some businesses in estates it 
behooves trust officers whenever pos- 
sible to find out things in advance of 
taking a business in trust. They should 
have a man ready, a person already in 
the firm or connected with it prefer- 
ably, or an outsider trained and ready 
to step in. 

When to sell or liquidate depends on 
multiple factors to be judged by each 
individual case, but haste may be as 
dangerous as procrastination. He told 
of one contracting firm in which father 
and son both died within a few days 
after executing a $3 million contract. 
The trust officer, unwilling to sell the 
contract at a low figure, went ahead. 
built the dam and made a quarter mil- 
lion profit for the trust. 

A rule of operation would be thal 
if a business can be sold and a greate! 
return obtained by investing the pro 
ceeds in bonds, then it’s probably bette! 
to sell than to operate. But again, there 
may be a youngster in the family who 
in a few years can take over the bus: 
ness. 

The final speaker, C. H. Olswang, 
vice president of the National Bank of 
Commerce in Seattle, described how 
his bank manages real property in e& 
tates and trusts. His paper is published 
substantially at page 1095. 
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for Wills” 


By RALPH R. NEUHOFF 








Ralph R. Neuhoff 
is a practicing attor- 
ney and senior part- 
ner in the firm of 
Neuhoff & Schaefer 
of St. Louis, Mis- 
souri, where he has 
practiced law for the 
past forty years. He 
has been for prac- 
tically his entire pro- 
fessional career on the faculty of Washington 
University’s School of Law, teaching tax- 
ation. 














| CLASS 58: EXECUTORS—INITIAL, ALTERNATE AND ANCILLARY 


> Re- . r . 
Man- Where the executor named is a corporate fiduciary, 


it is advisable to discuss the situation and in most in- 
stances to submit a draft of the will in advance. The 
ls op- | same procedure would also be advisable in case of an 
s—-ap- | individual executor, unless the relationship of the par- 
itance | ties is such that the testator may safely presume the 
states, | consent of the named executor and willingness to act. 
i Inasmuch as state statutes frequently require an 
executor to be a resident of the state, one must make 
sure that the executors named would be qualified to act. 
This creates a real problem where the testator is likely 
Estate frequently to change his domicile. There is no easy 
solution so far as draftsmanship of the will is con- 
f Has- | cerned. Therefore, the testator should be cautioned to 
-d that | check the matter whenever he changes his domicile. 
lanage- Under the introduction to Class 47 it was pointed out 
ates it | that individuals named as trustees may die or become 
x pos- | disqualified and that a corporate fiduciary has qualities 
nee of | of permanence that an individual does not possess. 
dual While the problem is more acute in the case of a trus- 
; teeship which will endure for a long time, it is also pres- 
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= '" | ent in the case of the executorship, especially where the 
rs yi testator is young and the executor, therefore, may not 
1 ready 
Sole executor 58.1 
ends on . 
sy each f 1 name the - _ Trust Company (or Bank), now 
- be as located at _, in the City of _., State of 
He told §-— _, or its successor, as EXECUTOR of this Will. 
ather 
h fathet I 100 executors 58.2 
»w days . | 
contract. @ | name the _........ Trust Company (or Bank), now 


sell the § located at __ , in the City of ____________, State of 
- ahead. | ——----------» 0F its successor, and A as EXECUTORS of this 
-ter mil § Will, and if A shall die, resign, be disqualified, or unable or 

unwilling to act as such, then said —__. 


be that @Pany (or Bank) shall be sole EXECUTOR. 


_. Trust Com- 


1 grealel 
nop # Tname A, B and C as EXECUTORS of this Will, and, if 
in, there either of them shall die, resign, be disqualified, or unwilling 
nily who or unable to act, then the two remaining shall act as such 
the busi EXECUTORS, and, if one of them shall likewise die, resign, or 
be disqualified, or unable or unwilling to act as such, then 
Olswang. the other shall act as sole EXECUTOR, and, if he or she also 
Bank of shal! die, resign, be disqualified, or unable or unwilling to 


bed how 


A, B, and C executors with succession 58.3 












ty mn & * his installment concludes the pre-publication of selected 
published cha »ters from Mr. Neuhoff’s book, which will soon be avail- 
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be called upon to act for many years. If for any reason 
the testator names an individual, or a series of individ- 
uals alternately, as executors, it is highly advisable to 
name a corporate fiduciary as a further alternate execu- 
tor. 

Delegation to someone other than testator of power 
to appoint or designate an executor, as in No. 58.12, is 
presumably valid, but since such delegation has been 
attacked by litigants, the statutes and decisions of the 
particular jurisdiction should, be consulted. Re Estate 
of Tillie Effertz (Mont.) 207 P2d 1151, 11 ALR2d 1378, 
upheld such a provision. See also Annotation, ‘Delega- 
tion by will of the power to nominate executor,” 11 
ALR2d 1284, which indicates that such provisions are 
widely approved and considered to be favored by public 
policy. See also 33 C.J.S. Executors and Administrators, 
Section 22c. 

An executor or administrator whose only interest un- 
der the will is the compensation apparently does not 
have such a financial interest as will enable him to con- 
test a will or codicil. See Annotation, “Right of executor 
or administrator to contest will or codicil of his de- 
cedent,” 31 ALR2d 756. 


act, then I name the _________. Trust Company (or bank) 
a... corporation, now located at = » as 
such EXECUTOR. 


A and B executors, then survivor, then C and D, then 
survivor, then trust company 58.4 


I name A and B as ExEcuToRs of this Will, and if either 
of them shall die, resign, be disqualified or unable or unwill- 
ing to act, then the other shall act as sole EXECUTOR, and if 
he also shall die, resign, be disqualified or unable or unwill- 
ing to act, then I name C and D as coEexecuTors, and if 
either shall die, resign, be disqualified or unable or unwilling 
to act, then I name the other as sole EXECUTOR, and if he also 
shall die, resign, be disqualified or unable or unwilling to 
act, then I name the _.____ Trust Company (or Bank) 


now located at _. in the City of a annineny Se 

RE Ld aoe , as sole EXECUTOR of this Will. 

Two joint executors and then trust company 58.5 
L ee A OB , and B of _____ bin ace ,» as joint 


EXECUTORS of this Will. In case one of them shall die, resign, 
be disqualified, or unable, or unwilling to act as such, then 
the other of them shall be sole ExEcuTOR. In case both of 
them shall die, resign, be disqualified, or unable or un- 
willing to act as such, then I name _... Trust Com- 
UIE DE wivncicecctntie corporation, now located at 











wet ta the Chy ot ne , as 
such EXECUTOR. “ 


Husband as executor, then two individuals, then 
survivor, then trust company 58.6 


I hereby nominate my husband, A, to be EXECUTOR of this 
Will. Should he die, resign, be disqualified or unable or un- 
willing to act as such, then I nominate my said son and my 
said daughter as COEXECUTORS. Should either of them die, 
resign, be disqualified, or unable or unwilling to act as such, 
then the other shall serve as sole EXECUTOR or EXECUTRIX as 
the case may be, and the number of EXECUTORS shall be re- 
duced to one; and should the surviving or remaining EXECU- 
TOR die, resign, be disqualified, or unable or unwilling to 
act as such, then the __-________. Trust Company shall act as 
sole EXECUTOR. 


Wife as executrix, with numerous alternates to 


serve singly 38.7 


I name my wife, A, as EXECUTRIX of this Will; and in case 
she should die, resign, be disqualified, or unwilling or un- 
able to act as such, whether before or after entering upon 
her duties, then I name my said son, B, as such EXECUTOR, 
and in case he also shall die, resign, be disqualified or un- 
able or unwilling to act as such, then I name the following 
persons as alternate EXECUTORS, it being understood that 
they are not to act jointly, but are hereby selected by me in 
the order in which named to fill any vacancy caused by fail- 
ure to act or discontinuance of any person prior in said list, 
whether said failure or discontinuance be because of death, 
resignation, disqualification, inability, or unwillingness to 
act and whether before or after entering upon his respective 
duties, said persons so named being as follows, to wit: first, 


C, second, D, third, E, fourth, F. 
58.8 


I name my wife, A, my said son, B, and my said son, C, as 
EXECUTORS of this Will. If any of them shall die, resign, be 
disqualified, or unable or unwilling to act as such, then I 
name my said daughter, D, as COEXECUTOR to fill such va- 
cancy. In case of further vacancy in said board of three co- 
EXECUTORS, whether by death, resignation, disqualification, 
inability, or unwillingness to act, then the number of EXECU- 
Tors shall be reduced to two, and the surviving or remaining 
two EXECUTORS shall act as COEXECUTORS, and upon the next 
vacancy in said board of two for any like cause, the number 
of EXECUTORS shall be reduced permanently to one, and the 
surviving or remaining COEXECUTOR shall be the sole EXECU- 
TOR or EXECUTRIX, and if such surviving or remaining EXECU- 
TOR or EXECUTRIX shall also die, resign, be disqualified, or 
unable or unwilling to act as such, then said 
Trust Company shall-be sole EXECUTOR. 


Reducing number of executors 


Wife and son first — then a board of three executors 
with majority to govern 598.9 


I appoint my wife, A, and my son, B, ExEcuTORs of this 
Will. If at any time one of them shall die, refuse or be or 
become from any cause unable to act or to continue to act, 
then the other shall be sole EXECUTOR or EXECUTRIX. 

Should both said EXECUTORS at any time have died, refused 
or become from any cause unable to act or to continue to 
act, then C, D, and E shall be ExEcuTORs with the same pow- 
ers and discretion. Should any one of them die, refuse or at 
any time be or become from any cause unable to act or to 
continue to act as EXECUTOR, then F shall be EXECUTOR in 
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the place of the one so dying, refusing or becoming unable 
to act or to continue to act as EXECUTOR, and should he, or 
either of the other EXECUTORS, die, refuse or at any time be 
or become unable to act or to continue to act as EXECUTOR, 
then I appoint G ExEcUTOR in his place, and thereafter, in 
like manner, should any one of the EXECUTORS die, or a 
person named as such, refuse or be or become unable to act 
or to continue to act, then I appoint H as EXECUTOR in his 
place. 

After both my wife and my son have ceased or become 
unable to act, then as long as three of said other persons shall 
be willing and able to act, there shall be three EXECUTORS, 
and if there shall remain at any time only two of said persons 
above named willing and able to act, then there shall be two 
EXECUTORS, and if at any time thereafter there remain but 
one of said persons willing and able to act, then he shall he 
sole EXECUTOR of this Will, and whether there be three, two 
or but one EXECUTOR, the EXECUTOR or EXECUTORS acting 
shall at all times have all and singular the powers herein 
given to the original EXECUTORS herein named, and when 
there are three EXECUTORS a majority of them shall be au. 
thorized to make decisious and to act in all matters pertain. 
ing to the administration of my estate. 


38.10 


I name my said husband, A, as EXECUTOR of this Will, and 
in the event that he shall die, resign, be disqualified, or un- 
able or unwilling to act as such, then I name my daughter, B. 
my son, C, and the said _____________. Trust Company, as co- 
EXECUTORS (provided that my said daughter and said son 
are no longer minors), but if either my said daughter or my 
said son shall be a minor, or shall die, resign, be disqualified 
or unable or unwilling to act, then the other of them shall be 
COEXECUTRIX or COEXECUTOR with said Trust Company. In 
case my said husband and both my said daughter and my 
said son shall not act or be qualified to act for any like rea- 
son, then said __...__.... Trust Company shall act as sole 
EXECUTOR. 


Minors to serve if of age at testator’s death 


58.11 


I hereby nominate and appoint my said wife, A, my said 
son, B, (to act when he becomes of age) and my said daugh:- 
ter, C, and the said _____________ Trust Company, COEXECU: 
Tors of this Will. 


Note: Supply provisions with respect to failure or inability 
of A, B, and C to act. See No. 58.3. 


Son may act when he becomes of age 


58.12 


I authorize and empower A to appoint a suitable person 
or corporation having fiduciary power to act as EXECUTOR 
of this Will, to serve without bond, said appointment to be 
evidenced by a writing, signed by said A, and filed in the 
court having jurisdiction over my estate. 


Delegating power to appoint executor 


Non-resident child may remove to state to 


qualify 58.13 


I name my said children, A, B and C, as ExecuTors of this 
Will, and in case any one of them shall die, resign, be dis 
qualified (whether because of not being a resident of the 
state in which I die domiciled, coupled with a failure prompt 
ly to remove to said state so as to qualify, or for any other 
reason) or unable or unwilling to act as such, then the two 
remaining persons shall act as such EXECUTORS, and if one 
of them shall likewise die, resign, be disqualified or unable 
or unwilling to act as such, then the other shall act as sole 
EXECUTOR, and if he or she also shall die, resign, be disquali- 
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fied or unable or unwilling to act as such, then I name said 
Pt ae ee Trust Company as such EXECUTOR. 


Trust company as ancillary executor 98.14 

If ancillary administration be required in the State of 
bY eee , then I name _. _.. Trust Company (or 
Bank) now located at kde ol eet or its suc- 


cessor as such ancillary EXECUTOR. 


Trust company ancillary executor in a particular 
state 98.15 
I name the __..._-__ Trust Company, having its chief 
office and place of business in the City of _._._______, State 


I Spach » OF the successor to its trust business as EXECU- 
TOR of my estate located in the State of 


Ancillary executors — individuals 38.16 


If ancillary administration be required in any state or 
states other than, then I desire the first board of 





EXECUTORS as named above to serve as such ancillary EXECU- 
Tors, and I name the same alternate ancillary EXECUTORS as 
I have set forth above, and in the same succession regardless 
of whether they are simultaneously serving as domiciliary 
EXECUTORS or not. 


Son ineligible as domiciliary executor but to advise 


latter 58.17 
I hereby nominate and appoint my son, A, as EXECUTOR 
of this Will. If under the laws of the State of _.. scr 


for any other reason it should be necessary that ancillary 
administration on my estate be taken out in that State, then 
I appoint my son, B, as EXECUTOR within and for the State 
of ____..... I have not appointed my said son, B, as one 
of the EXECUTORS in _..____., for the reason that he is 
ineligible to act as he is a non-resident, but I request that my 
son, A, as such EXECUTOR shall from time to time counsel and 


advise with my son, B, as to all matters pertaining to the 
administration of the estate. 


CLASS 77: EXECUTION AND ATTESTATION—WILLS 


Execution 


While it is not necessary or even customary to show 
the place of execution in the “in witness” clause, one 
form (No. 77.2) gives this information. It is customary, 
at least in some localities, to show the word “seal” after 
the signature, even though such is not required by the 
statute of the jurisdiction, and the practice is recom- 
mended. 


A reference to the number of pages of which the will 
consists is a matter of taste. It does not seem to be 


necessary or even advisable, and introduces a possibil- 
ity of error. Therefore, it is not recommended by the 
author. 

It is good practice to have something more than the 
“in witness” clause and the signatures, etc., on the last 
page, although presumably the “in witness” clause is a 
part of the will and, therefore, a will is “subscribed” 
wherever the signature of the testator appears below 
an “in witness” clause. However, the requirement of 
being “subscribed” generally applies to the signatures 
of the attesting witnesses. 





open 
your savings account 


at The Northern Trust 


The location of The Northern Trust in the heart of 
Chicago’s financial district close to all transporta- 
tion makes a Savings Account here unusually con- 
venient for many Chicago lawyers. You will always 
be served immediately, without waiting in line, and 
deposits and withdrawals may be made at the same 
window. Should you prefer to conduct your savings 
business from your home or office, the Bank’s 
Saving-by-Mail Kit contains all the materials you 
need. 


You will enjoy banking in The Northern Trust’s 
comfortable surroundings. Open your Savings Ac- 
count soon. The Savings Department is conveni- 
ently located on the first floor of the Bank, just off 
the main lobby. 




















NORTHERN UST 


Northwest Corner LaSalle and er 2 
Monroe Streets 
Chicago, Illinois - Financial 6-5500 BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Where the statute requires that the will shall be 
“signed by the testator or by some person by his direc- 
tion in his presence” or similar language, one should not 
assume without checking that signature by a mark is a 
compliance. See Annotation, “Manner of signing as af- 
fecting sufficiency of signature of testator,” 114 ALR 
1110. 

Even where the name of the testator is signed by 
some person at his direction in accordance with statu- 
tory authority, it is apparently permissible to recite 
that the testator has set his hand as is done in No. 77.1. 
Abraham v. Wilkins, 17 Ark. 292; Guest v. Guest (Tex. 
Civ. App.) 235 SW2d 710, 713; cf. Potter v. Richardson, 
360 Mo. 661, 230 SW2d 672, 676. But the in witness 
clause may show that signing was by another, as in 
No. 77.3. See Rollison: “Will Clauses Annotated,” 
(Bender & Co., N. Y. 1946) p. 34. In this connection, use 
of an attest clause similar to No. 77.9 is suggested. 

The sheets should be physically fastened together 
where the will is on more than one page, but failure to 
fasten the sheets together might not be fatal, since it 
seems that a will may be validly executed, notwithstand- 
ing its having been written on two or more sheets which 
were not in any manner held or attached together at the 
time of execution. See Annotation, “Validity of will 
written on disconnected sheets,” 38 ALR2d 477, and Re 
Estate of Paull, 208 Okla. 195, 254 P2d 357, 38 ALR2d 
471, referring to a holographic will. 


Attestation 


It is recommended that three witnesses be used, al- 
though the particular statute may require but two. As 
above stated with reference to the “in witness” clause, 
the attest clause should not appear on a page by itself, 
since statutes ordinarily require that the witnesses 
“subscribe” and one of the meanings of subscribe is to 
write below. Since the testator is to declare the docu- 
ment to be his will, it would seem that the best practice 
is first to let the testator sign all of the identifying 
pages, then affix his signature at the end of the “in wit- 
ness” clause, and then and not before declare the in- 
strument (at that time signed) to be his Last Will and 
Testament and to request the attesting witnesses to 
sign as such. 

Presumption of due execution may arise from proof 
of genuineness of the attesting witnesses’ signatures. 
Burkland v. Starry, 361 Mo. 348, 234 SW2d 608, 40 ALR 
2d 1217. See also Annotation, “Weight and effect of pre- 
sumption or inference of due execution of will,” 40 
ALR2d 1223. 

Since the mental condition of the testator and the 
absence of undue influence are both material elements, 
it is highly advisable that some little discussion should 








=qliip 
. so why should 


“Money has brought me nothing but misery . . 
I pass it on?” 


Reprinted with special permission of CASE AND COMMENT. Copy- 
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be had with the testator in the presence of the attesting 
witnesses before the actual execution of the will. It is 
also good practice to resume the entire plan of the will 
briefly with the testator before he affixes his signature. 
This may or may not be done in the presence of the 
attesting witnesses, depending upon the circumstances 
of the case and the amount of precaution which it is 
desired to take. 

It is not necessary to read the will through; presum- 
ably it is a lengthy document which has been read and 
studied many times. However if the testator has been 
working from a carbon copy, a sufficient comparison 
with the ribbon original which is to be executed should 
be made then and there by the testator to give rise to at 
least a prima facie presumption that the ribbon original 
contains the same contents as the carbon copy which 
has been studied by the testator. 

It is advisable to select witnesses who will be avail- 
able at a later date. Therefore, nurses, hospital atten- 
dants, casual neighbors, and the like are not very desir- 
able witnesses. 

Despite curative legislation in some states as to dis- 
qualification of witnesses, one must take care that none 
of the witnesses is named in any capacity in the will or 
is otherwise interested. 

The forms submitted do not include soldiers’ and 
sailors’ wills, which are frequently the subject of spec- 
ial legislation. See Thomas E. Atkinson, “Soldiers and 
Sailors Wills,” Journal of American Bar Association, 
November, 1942, page 753. 

Whether the law in effect at the date of execution or 
the law in effect at the date of death governs the valid- 
ity of a will, is a controverted question upon which the 
authorities are not agreed. See Annotation, “Retrospec- 
tive application of statute concerning execution of 
wills,” 111 ALR 910. Therefore, it is advisable to exe- 
cute a will with due formality under the law in effect 
at the time, but not to rely upon this if the law is later 
changed, especially if the amending law states that it 
shall apply to wills of all persons dying after its effec- 
tive date. See for example, Re Estate of Spain, 327 Pa. 
226, 193 Atl. 262, 111 ALR 902, which held a will valid 
which made a bequest for religious or charitable uses 
because of an amendment to the law after the will was 
made and before the death of the testator, although the 
will would have been invalid when made. The will in 
question was a holographic will with no witnesses. The 
amendment abolished the requirement of subscribing 
witnesses. 

Observe that the three lines for names and addresses 
of witnesses are not headed “name” or “address.” This 
is because of the feeling that the continuity of the cer- 
tificate is better preserved without these interpolations. 

Only the original should be executed. Under the laws 
of some jurisdictions the unexplained absence of one 
of two duplicate wills might be deemed a revocation of 
both. 


Custody 


After execution, steps should be taken to insure safe 
custody under circumstances which will lead to the 
prompt production of the will when it is needed. Prud- 
ence dictates that one should guard against accidental 
loss as well as fraudulent destruction of a will by par- 
ties whose interest may be affected thereby. Testators 
normally desire privacy as to the contents of their wills 
and with good reason. 

At least in those localities where the safe deposit 
companies customarily permit a supervised searc!: of 


the box for a will after the death of the boxholder, the | 


testator’s own safe deposit box is a satisfactory deposi- 
tory even though no one else has access and the box ‘vill 
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be sealed by the safe deposit company on death. Natur- 
ally, a safe deposit box to which a deputy has access is 
not satisfactory if there is reason to guard against un- 
toward acts by the deputy. Needless to say, romantic 
hiding places such as hollowed out books, secret draw- 
ers in desks, etc., are decidedly unwise. 

The corporate fiduciary named in the will is a logical 
custodian and if this is supplemented by a notation or 
receipt in a safe deposit box showing the will’s where- 
abouts, it would seem to furnish an ideal solution. 

After the will is executed, it is good practice for the 
draftsman who supervises the execution to inquire 
where the will is to be kept and to note this informa- 
tion on his file copy of the will. A carbon copy for refer- 
ence purposes should always be furnished to the testa- 
tor with the suggestion that this can either be locked up 
or kept in a sealed envelope to guard it from prying 
eyes. 

Some states permit a will to be deposited by the per- 
son making it with the Probate Court for safe keeping 
(Section 59 Model Probate Code) but it is not believed 
that many testators take advantage of such provisions. 


In witness clause 77.1 
IN WITNESS WHEREOF, | have hereunto set my hand and 
seal this ___________ day of ee. eee 
___. (SEAL) 
In witness clause, giving place 77.2 
IN WITNESS WHEREOF, I have hereunto set my hand and 
Ee eae eee er eee mnths... Gay Af 
5 ee 
a, 


In witness clause, referring to number of pages, no 
seal 77.3 


IN WITNESS WHEREOF, I have hereunto signed my name 
and acknowledged and published this instrument, consisting 
of this and ___________ other typewritten pages identified by 
my signature, as my last will and testament in the presence 
of the undersigned witnesses on this _....... day of 


ae i oe 


In witness clause, name of testator signed by an- 


other 77.4 
IN WITNESS WHEREOF, I, A. B., have hereunto set my 
hand and seal by C. D. this ek nnn ear ae 
19 
. oe 
i. 


Certificate where testator’s name signed for him by 
another 77.5 


| do hereby certify that I, C. D., signed the name of 
A. B., the testator, to the above and foregoing instrument, 
at his express request and direction and in his presence on 


ea res . eS 


Aitest clause 77.6 


The foregoing instrument was signed, sealed, published 
and declared by X, the testator, as and for his Last Will and 
Testament, in the presence of us and each of us, and we at 
the same time, at his request, and in his presence, and in the 
presence of each other, and believing him to be of sound 
mind, have hereunto subscribed our names as attesting wit- 
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Architect’s drawing of new home office building for Kennedy Sin- 


claire, Inc., at 120 Valley Road, Montclair, N. J. The firm 
specializes in trust advertising and sales training. 
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I iti BE OE cern Re. ue , all at 
ie. i SE: eee 
Attest clause — shorter form 77.7 


Signed, sealed, published and declared by X, the testator 
above named, as and for his last will and testament, in our 
presence, and we, at his request, in his presence, and in the 
presence of each other, have hereunto subscribed our names 
oven ie. GF on ee 


77.8 


We hereby certify that A, the testator named in the fore- 
going instrument of writing, subscribed his name thereto on 
this day in our presence and to us declared the same to be 
his Last Will and Testament; that we subscribe our names 
hereto as witnesses in the presence and at the request of said 
testator and in the presence of each other, and that at the 
time of the execution of said instrument as aforesaid and of 
our subscribing the same as witnesses, the said testator was 
of sound and disposing mind, to the best of our knowledge, 
information and belief. 

Witness our hands at the - — Jere: © 
State of es... ope... ee 


Attest clause — more elaborate form 


Attest clause where name of testator is signed by an- 


other 77.9 
Oe A cn GE hci » 9, An By ie 


testator named in the foregoing instrument of writing, ap- 
peared before us and declared that he was unable to sign 
his name thereto and expressly requested C. D., then 
present, to sign the name A.B., at the end of said instru- 
ment as and for the signature of A. B., and then and 
there C. D. did sign the name of A. B. to said instrument 
and did sign in his own name the certificate to the effect of 
even date herewith set out above, and thereupon the said 
A.B. declared said instrument to be his last will and testa- 
ment in the presence of us and each of us, and we at the 
same time, at his request, and in his presence, and in the 
presence of each other, and believing him to be of sound 
mind, have hereunto subscribed our names as _ attesting 
witnesses this Rae ei , 19__, all at the 
9 ee | ee nee 
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CORRESPONDENCE 
(Continued from page 1071) 


do not come within the trustee class 
and their powers for new investment 
are restricted to that type of invest- 
ment. The trustee list comprises in addi- 
tion to first mortgages on realty, sub- 
ject to some fairly stringent conditions, 
the power to invest in a selection of 
stock exchange investments which com- 
prise Government securities, stocks of 
certain Public Boards and Dominion 
and Colonial Stocks. There is no power 
to invest in prior charges of financial, 
commercial or industrial undertakings 
and even less in equities. Unless a Will 
gives some indication that the testator 
intended his trustee to postpone the 
sale of non-trustee stocks which he held, 
the trustee must sell within a year from 
the date of death and invest in author- 
ized stocks. Even where there is a power 
to postpone the sale of or to retain 
non-trustee stocks the trustee will be 
restricted in his investment powers to 
authorized investments. Judging from 
the article by Mr. Daniel G. Tenney, Jr. 
on page 824 of your same issue, the 
legal position appears to run on very 
similar lines in both countries. 

The fault which Mr. George criticizes 
lies generally not with the trustee for 
failing to use his powers, but with the 
solicitor who failed to point out to his 
client when preparing a Will the ad- 
vantage of giving the widest discretion 
to retain existing investments and to 
invest in a wide range of stocks. 

Mr. George then states “There are 
other cases where money is left lying 
idle which is to the advantage of Bank 
trustees as they have the use of the 
money.” 

The legal position in England is pre- 
cisely the same as indicated in the case 
quoted in your foot-note. No Bank 
acting as trustee pursues a deliberate 


policy such as Mr. George suggests. 
Very definite rules are laid down to 
ensure that money is not left uninvested 
or retained on deposit for an unreason- 
able time and, on the other hand, loans 
and overdrafts are not continued for a 
longer period than is economically just- 
ified. In fact the banks are very careful 
to ensure that it cannot be said that 
they have allowed their interests as 
bankers to come before their duty as 
trustees, and rules for internal audit and 
inspection are particularly directed to 
this point. One case came before the 
Courts a years ago in which a 
Judge expressed criticism of a bank for 
leaving money uninvested. The facts 
were that at a time of very low interest 
rates the bank considered that an in- 
vestment for the short period under 
consideration might have involved a 
risk of capital loss and therefore did 
not invest the money. As the markets 
went during the period a substantial 
loss would, in fact, have been incurred 
had an investment been made. 


few 


Mr. George’s final criticism is “Where 
there are discretionary trusts they seem 
quite inappropriate here.” 

Banks here when acting as trustee 
have never felt any embarrassment or 
difficulty in giving effect to all kinds of 
discretionary trusts. Trust departments 
are managed by individuals with a very 
wide experience and training in those 
qualities required of a trustee. As ex- 
perienced individuals they are perfectly 
capable of applying their minds to the 
exercise of the discretionary powers 
given to the Bank. Not only is there 
no difficulty in practice in exercising a 
discretion, but the extent of the experi- 
ence of a bank’s officials in this field 
better qualifies them than private trus- 
tees to make a proper and impartial 
exercise of their discretion. In particu- 
lar they have the courage to say no to 
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unreasonable demands a quality which, 
while it preserves the estate, may in- 
vite criticism from the disappointed. 

Even allowing that Mr. George’s 
comments are justifiably based on cases 
that have come under his notice, it is 
submitted that these are but isolated 
exceptions and that the vast volume of 
trust business undertaken by the banks 
is conducted with a proper sense of re. 
sponsibility in investment policy and the 
exercise of discretion and without im- 
proper favor to the pecuniary interests 
of the bank. 

While there are no statistics available 
of the extent of the trustee business 
undertaken by the banks in England it 
has been estimated that the eight prin- 
cipal banks alone have in fifty years 
completed the administration of about 
200,000 private trusts valued at several 
thousand million pounds. Added to this, 
trusts now being administered probably 
exceed 100,000 cases. The vast majority 
of the business included in these figures 
is in the field of private trusteeship. 
For the Public Trustee 
which administers trusts as a_ public 
official, in his report for the year to 
31st March 1956, gives the following 
particulars of business dealt with since 
he commenced operating in 1906:— 

Cases accepted 48,085 valued at 
£614,000,000. 
Cases entirely distributed 30,776 
valued at £358,000,000. 
17,309 


comparison 


Cases current valued at 


£256,000,000. 

As the original criticism has been 
so widely publicized amongst trustmen 
by its appearance in your Journal | 
feel that a reply from one who has 
had over 30 years experience of the 
business and has reached a senior ex: 
ecutive position in one of the larger 
English trust departments should be of 
interest to your readers. 

(Name withheld on request) 
London, Eng. 


Can Heir Renounce 


Without Gift Tax? 


In his article “Renunciation and Dis 
claimers,” (Aug. °57, p. 744), Mr. Gil 
bert Smith states that, except for rest 
dents of Louisiana and Rhode Island, if 
the heir of an intestate renounces his in 
heritance he is subject to gift tax on 
the value of the interest renounced. The 
reason is, he says, that at common law 
title vested in the heir by operation of 
law and that he could not renounce. He 
cites Hardenbergh v. Comm.,' as his 


1198 F. 2d 63 (CA 8, 1952), cert. den., 344 US. 
836 (1952). 
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authority. He tells us that the residents 
of Louisiana and Rhode Island are per- 
mitted to renounce by statute. Actually, 
there are two other States in which an 
heir can also renounce by statute, In- 
diana* and North Carolina.* 

It is natural that Mr. Smith would 
state on the basis of the Hardenbergh 
case that at common law the heir of an 
intestate could not renounce, but that 
point was never argued. In that case, 
George S. Hardenbergh died intestate, 
survived by a widow, lanthe, a son by 
a former marriage, George, and a 
daughter, Gabrielle, as his sole heirs at 
law. After payment of debts and admin- 
istration expenses, about $252,000 in 
personal property was left for distribu- 
tion. Each heir was entitled to one-third 
under the Minnesota statute of intestate 
succession. 

Some time prior to his death decedent 
had proposed leaving practically his en- 
tire estate to George, in order to equal- 
ize to some extent the financial worth 
of his survivors. Ianthe was worth $2,- 
000,000 and Gabrielle was also worth a 
large sum in her own right. All of de- 
cedent’s family agreed to this proposal. 
On Saturday, April 1, 1944, decedent’s 
attorney brought the will to carry this 
purpose into effect to the decedent’s 
home for execution, but, because the 
decedent was then seriously ill, it was 
decided to delay the execution until 
Monday. Decedent died on Sunday. 

lanthe and Gabrielle filed in the 
administration proceedings a renuncia- 
tion of all their rights to the estate, and 
the Probate Court by decree distributed 
all the estate to George. The Commis- 
sioner determined gift taxes against 
lanthe and Gabrielle on the ground that 
by their renunciations they had each 
made a gift of one-third of the estate to 
George. The Tax Court sustained the 
Commissioner.* 

lanthe and Gabrielle appealed. Their 
sole argument was that it was the 
Court’s decree of distribution, not any 
act of theirs, which divested them of 
tite. The Eighth Circuit pointed out 
that it was clear from the language of 
the decree that it derived its vitality 
from the consent of the taxpayers, and 
that what the Probate Court had done 
was to deliver to George at taxpayers’ 
request what the taxpayers had given 
him. 

!n March, 1953, we showed that an 
heir could renounce at common law.® 


—. 


*I.. 1953 e¢. 112. 

®*L.. 1953 e. 1101. 

7 T.C. 166 (1951). 

“Roehner and Roehner, “Renunciation as Tax- 
able Gift,” 8 Tax L. Rev. 289 (March, 1953). 
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The New York Law Revision Commis- 
sion, which based upon a study made 
by it had introduced a bill to permit the 
heir of an intestate to renounce,® with- 
drew the bill as a result of our paper. 

One writer, Lauritzen, has sought to 
prove that the Hardenbergh case was 
correctly decided.‘ His paper is some- 
what perplexing, for his facts are in- 
correct and his authorities are contrary 
to his proposition. Of the Hardenbergh 
case he said (1) that George Harden- 
bergh died intestate survived by his 
son, his second wife, and his “step- 
daughter” (2) that “Mrs. Hardenbergh 
and her daughter” filed renunciations 
of their interests in the estate property 
and (3) that the Treasury Department 
assessed gift tax deficiencies of over 
$24,000 against the two women on the 
ground that by renouncing their intest- 
ate shares they had made taxable gifts 
of the shares “to the decedent’s son.” 
It would indeed be surprising if the 
stepdaughter of an intestate shared in 
his estate with his child. It is, more- 
over, extraordinary that Lauritzen can 
see no constitutional problem in taxing 
a stranger by blood to the intestate who 
has entered into no voluntary relation- 
ship with him (the relationship exist- 
ing only because the intestate married 
her mother) if she refuses to accept 
what Lauritzen considers her intestate 
share. Lauritzen further wrote: 

It has been pointed out that the 
authorities cited for the rule that an 
heir cannot renounce consist of state- 
ments by text writers and that no 
English cases specifically decide this 
point. There would seem to be little 
reason, however, to question a state- 
ment made by writers who are so emi- 
nent and well recognized as Coke and 


Blackstone, and the dearth of case 
law is easily understood if one keeps 


®Semerad, “Effect of Renunciation of Intestate 
Share,”’ 1950 Report of the New Lork Law Revis- 
ion Commission 239-258. 

TLauritzen, “Only God Can Make an Heir,” 58 
Northwestern U. L. Rev. 568 (Dee., 1953). 


in mind the fact that in feudal Eng- 
land ownership of land was the basis 
of all social and governmental posi- 
tion. For an heir to refuse an inheri- 
tance was unthinkable. __ 


Of course an heir was unlikely to re- 
nounce—he still is—but the question is 
whether the heir has the right to re- 
nounce, not whether he is likely to 
renounce. Coke and Blackstone, whom 
he cites, do not support Lauritzen. In- 
deed, Blackstone said that if an heir 
does not acquire actual seisin before 
death the property went not to his heir 
but to the heir of his ancestor, which is 
renunciation.’ Coke too said that when 
a man is seised of land in fee simple 
and at his death is survived by a son 
and daughter of one marriage and a 
son by another marriage, if the elder 
son enters and dies without issue the 
land goes to the sister as her brother’s 
heir, for the whole blood is preferred 
to the half. But if the elder son does 
not enter into the land after the death 
of his father but dies before any entry 
made by him then the younger brother 
may enter and shall have the land as 
heir to his father.® If the elder son 
wished to renounce, all that he had to 
do was to refrain from entry. 


It is therefore clear, despite the popu- 
lar belief to the contrary, that at com- 
mon law the heir of an intestate can 
renounce, and that accordingly no gift 
tax can apply to his renunciation. 


Edward T. Roehner, 
Editor, Roehner on Federal Taxation 


New York City 


82 Blackstone’s Commentaries *312: “So, also, 
even in descents of lands by our law, which are 
cast on the heir by act of the law itself, the heir 
has not plenum dominium, or full and complete 
ownership, till he has made an actual corporal en- 
try into the lands: for if he dies before entry 
made, his heir shall not be entitled to take the 
possession, but the heir of the person who was last 
actually seised. It is not therefore only a mere 
right to enter, but the actual entry that makes a 
man complete owner; so as to transmit the inheri- 
tance to his own heirs: non jus, sed seisina facit 
stipitem”’ [not right, but seisin makes the stock]. 

°Coke on Littleton 15a. 
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ESTATE TAX 


Fees paid attorneys of legatees de- 
ductible as administration expenses. In 
order to obtain rulings on certain pro- 
visions of decedent’s will, executors were 
required to commence proceeding in state 
Surrogate’s Court. Executors were di- 
rected by court to pay certain counsel 
fees and disbursements to one of lega- 
tees. Estate claimed these expenses as 
administration costs which Commission- 
er denied on ground that services ren- 
dered were merely of value to individual 
legatees, and not essential to the proper 
settlement of estate. 


HELD: For estate. Questions which 
required solution were substantial and 
essential to proper settlement of estate. 
They involved determination of eligibil- 
ity of Russian War Relief, Inc., and 
allocation of taxes among charitable and 
non-charitable residuary legatees. This 
in turn affected amount required to be 
paid out of estate to residuary legatees. 
Expenses incurred in connection there- 
with were essential to proper settlement 
of estate and are deductible administra- 
tion expenses. J. F. Dulles, et al., Exrs. 
v. Johnson, §.D. N.Y., Sept. 30, 1957. 


Bequests to Bar Associations do not 
qualify for charitable deduction. Specific 
bequests made to New York County Law- 
yers Association and New York State 
and City Bar Associations were disal- 
lowed as charitable deductions. 


HELD: For Commissioner. To qualify 
for charitable deduction, organization 
must not only be organized exclusively 
for charitable, scientific, literary or edu- 
ecational purposes, but it must be oper- 
ated for such purposes. Since substantial 
part of activities of these organizations 
is attempting to influence legislation, 
they do not qualify as exempt organiza- 
tions. Bequests to them do not constitute 
charitable deductions. J. F. Dulles, et 
al., Exrs. v. Johnson, supra. 


Indirect payment of insurance premi- 
ums test. Decedent’s wife purchased 
three insurance policies on his life. She 
was both owner and primary beneficiary 
of policies. Premiums were paid by 
checks drawn on her bank account. How- 
ever, evidence showed that over 95% of 
deposits to wife’s checking account re- 
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presented checks drawn on decedent’s 
checking account. Decedent died prior to 
effective date of 1954 Code. Commission- 
er included insurance proceeds in dece- 
dent’s estate because he had indirectly 
paid all premiums. 

HELD: For Commissioner. Under 
1939 Code, where decedent indirectly 
paid premiums on insurance owned by 
another on his life, proceeds were in- 
cludible in his estate upon death. Here 
decedent’s account provided source of 
funds for premium payments. Estate of 
C. H. Loeb v. Comm., 29 T.C. No. 4, Oct. 
11, 1957. 


Includibility of jointly registered Gov- 
ernment bonds in decedent’s estate. Se- 
ries E bonds purchased by decedent dur- 
ing his lifetime were registered in joint 
names of himself and various other per- 
sons. In each case, decedent made gift 
of bond to joint owner. Commissioner 
included full value of bonds in decedent’s 
estate. 


HELD: For Commissioner. Vol. 31 
Code of Federal Regulations (1949 ed.) 
provides in Section 315.2 that form of 
registration used must express actual 
ownership in bond and will be considered 
as conclusive of such ownership. This is 
term of contract with Government, and 
in all matters where Government is 
concerned, registered owners of jointly 
held bonds are to be treated as actual 
owners. This rule obtains for payment 
or cashing of bonds as well as where 
issue is ownership for taxation. A. H. 
Silverman, Exr. v. McGinnes, D.C. E.D. 
Pa., Aug. 26, 1957. 


Life estate with power in spouse to use 
remainder does not qualify for marital 
deduction. Decedent left his entire estate 
to his wife “to be used as she pleases, 
for her own support, the residue after 
her life, to go to” his son or grandson. 
Commissioner disallowed marital deduc- 
tion for property passing to wife on 
ground that it represented terminable 
interest. 

HELD: For Commissioner. Although 
wife could consume remaining property 
so that no remainder would exist, under 
state law interest created in wife was 
that of life estate with remainder over. 
Since as at time of decedent’s death, 
there was possibility that estate to wife 


would be terminated and that some or 
all of property might devolve to an- 
other, interest was terminable. Termi- 
nable interests do not qualify for mari- 
tal deduction. EF. J. Klein v. Comm., 16 
T.C.M. 1957-176, Sept. 23, 1957. 


REVENUE RULINGS 


Estate Tax: Marital deduction on ser- 
vicemen’s insurance. Service rules pro- 
ceeds of insurance policies issued under 
World War Veterans’ Act of 1924 and 
National Service Life Insurance Act of 
1940 will qualify for marital deduction, 
provided proceeds are paid to surviving 
spouse in lump sum, or in monthly in- 
stallments with any balance at her 
death payable to her estate. Neither of 
these methods of settlement is available 
under Servicemen’s Indemnity Act of 
1951; consequently, proceeds payable 
under this Act do not qualify for mari- 
tal deduction. Rev. Rul. 57-423, LR.B. 
1957-38, p. 16. 


Estate Tax: Trustees not entitled to 
discharge from personal liability. Trus- 
tees of inter vivos trust, corpus of 
which was included in decedent’s estate, 
filed for determination of tax and dis- 
charge from personal liability therefor 
under Section 2204 of 1954 Code. 

Service rules that provisions of Sec- 
tion 2204 are available only to executor 
of estate, and they do not include trus- 
tees or any other person. Rev. Rul. 57- 
424, I.R.B. 1957-38, p. 16. 


Estate Tax: Cross transfers with re- 
tained life estates includible in transfer- 
ors’ gross estates. Husband transferred 
1,000 shares of company stock in trust 
to pay income therefrom to his wife for 
life, with remainder over to children. 
Simultaneously, wife transferred 150 
shares of stock in same company with 
income to her husband for life, and re- 
mainder over to children. 


Service rules that, to extent of 750 
shares, each party is to be considered 
grantor of trust in which there was re- 
tention by him of life interest in right 
to income from property transferred. 
Value of such shares is includible in his 
or her gross estate as transfer with re- 
tained life estate. Rev. Rul. 57-422, I.2.B. 
1957-38, p. 15. 
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Estate Tax: 


Transfer with retained 
life estate includible in gross estate. De- 
cedent purchased property with his sep- 
arate funds, taking title in names of 
himself and wife as tenants by the en- 
tirety. Subsequently, property was trans- 
ferred in trust to pay income to dece- 
dent and wife during their joint lives, 
with entire income to survivor of them 
for life. 


Service rules that entire value of 
trust property, less value of life estate 
of wife in one-half thereof, is includible 
in decedent’s gross estate. Transfer is 
one in which decedent retained right to 
receive income for his life or for period 
not ascertainable without reference to 
his death. Rev. Rul. 57-448, I.R.B. 1957- 
41, p. 43. 


Income Tax: Compensation for per- 
sonal services of trustee of inter vivos 
trust can qualify for long-term income 
treatment. Taxpayer was co-trustee of 
revocable trust, under terms of which 
net income was payable to grantor for 
life, and upon her death, corpus was to 
be distributed and trust terminated. Tax- 
payer served continuously for 20 years 
until death of grantor. State court en- 
tered decree settling account covering 
entire term of trust, and payment of 
commisisons was made in lump sum. 

Service rules that trustee was engaged 
in “an employment” within meaning of 
Section 1301(f) of 1954 Code. Since his 
employment covered period of more 
than 36 months and his compensation in 
taxable year was not less than 80 per 
cent of total compensation from employ- 
ment, trustee is entitled to benefits of 
long-term compensation treatment. Rev. 
Rul. 57-435, I.R.B. 1957-39, p. 17. 


Estate Tax: Marital deduction not de- 
feated by delay in payment of income 
to surviving spouse. Decedent’s will di- 
rected payment of administration ex- 
penses, taxes, etc., with income received 
during period of administration from 
property passing to surviving spouse. 
This property otherwise qualified 
marital deduction. 


for 


Service rules that although marital 
deduction is defeated if surviving spouse 
is “not entitled” to all income from 
qualifying property, words “not en- 
titled,” as used in proposed Estate Tax 
Regulations, Section 20.2056(b)5(f) (9), 
refer to complete denial of income be- 
yond period reasonably required for ad- 
ministration of estate, and not to mere 
Postponement of time of payment of in- 
come. Where payments of administra- 
tion expenses are to be made out of in- 
come of property otherwise qualifying 
for marital deduction, deduction is not 
to be denied, but is to be reduced to ex- 
tent of such expenses. Spec. Ruling. 
Sept. 20, 1957. 
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“Just one year I wish he’d place our Christ- 
mas bonus on our desk and let it go at that!” 





Modification of Revenue Service’s posi- 
tion on classification of organized groups 
of doctors practicing medicine. 

Service ruled in Revenue Ruling 56-23, 
C.B. 1956-1, p. 598, that group of doc- 
tors who adopt form of association in 
order to obtain corporate status for pur- 
poses of Section 401(a) of 1954 Code 
will be considered partnership for Fed- 
eral tax purposes. This position has now 
been modified. Fact that such association 
establishes pension plan will not be 
determinative of whether it will be 
classified as partnership. Rather, usual 
tests will be applied to determine 
whether organization of doctors or other 
professional groups is partnership or 
association taxable as corporation. These 
criteria will be published in Revenue 
Ruling to be issued at later date. Tech. 
Info. Release, No. 61, Oct. 10, 1957. 


A A A 


@ The new Income Tax Form 1040 will 
require itemization of moneys received 
by employees as expense account, and 
spot-check verification is expected. 
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District of Columbia, Oregon 
Revise Inheritance Laws 


Sweeping changes are made in the 
District of Columbia’s inheritance laws 
by Public Law 85-244 signed recently 
by the President. Among the important 
revisions are application of the rules 
of distribution of personal property to 
the descent of real estate left by an in- 
testate decedent, and the abolition of 
curtesy and dower after the effective 
date of the law (No. 30, 1957). In the 
latter connection the statute requires the 
joinder of the spouse where property is 
conveyed or mortgaged. 

Two Oregon laws not previously re- 
ported here are Chapter 411 which places 
the inheritance rights of illegitimate 
children on a par with those of legiti- 
mate offspring, and Chapter 364 which 
excludes cash and U. S. Government 
securities in calculating the $10,000 limit 
(formerly $5,000) on estates for which 
only one appraiser need be appointed. 


A A. A 
WISCONSIN TRUST ACTIVITIES PLANNED 


Walter Jensen, president of the Wis- 
consin Bankers Association, and pres- 
dent, First Bank of Grantsburg, has ap- 
pointed the same Trust Committee which 
has served the Association for the last 
two years, under the chairmanship of 
Robert A. Gehrke, assistant cashier and 
trust officer of First National Bank, 
Ripon. 

Highlights of coming activities already 
planned by the Committee include a 
panel on estate planning at the annual 
meeting of Group One WBA, to be held 
February 22, 1958, in Minneapolis, Minn. 
Tentatively planned are a_ statewide 
Trust Conference in April and partici- 
pation in the convention of the WBA. 
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Basic Estate Planning 


JOHN ALAN APPLEMAN, Editor and Con- 
tributing Author. The Bobbs-Merrill Company, 
Indianapolis. Two volumes, 976 pp. $37.50. 


This is a superb work, unexcelled in 
its field for breadth of scope, the quality 
and clarity of the studies or the calibre 
of its contributing authors. In a most 
interesting and enlightening introduc- 
tion, Mr. Appleman indicates the scope 
of “Basic Estate Planning,” as follows: 


“Tt was necessary, first, to examine the 
problem from the point of view of each 
type of successful individual — the pro- 
fessional man (whether self employed, em- 
ployed by another, or a partner), the cor- 
poration executive, the owner of a close 
corporation, the investor, the insurance 
policyholder, and the retired person of 
wealth. In addition to analyzing their 
problems, it was necessary to discuss the 
solutions. This, in turn brought into play 
the many practical and tax problems pre- 
sented, the estate planning mechanisms 
necessary to be employed, and the tech- 
niques utilized by the leaders in the field. 
Trusts, powers of appointment, wills, gifts 
and other devices are covered compre- 
hensively.” 


The book is not a symposium dealing 
with the many interesting legal facets 
of a single subject. Rather, it is a dis- 
cussion of a particular tool, or set of 
tools, utilized to solve estate planning 
problems of “multiple hypothetical per- 
sons of the types whom all of us repre- 
sent.” It is, in short, a practical work, 
designed to give the _ practitioner, 
whether novice or expert, the necessary 
material to answer the problems pre- 
sented to him. 


In addition to thus furnishing for the 
estate planner an excellent guide book, 
the editor has with great foresight and 
wisdom selected his panel of contributing 
authors from all parts of the country and 
by giving their biographical sketches, ad- 
dresses and pertinent information, he thus 
provides the non-specialist with an op- 
portunity to associate himself, in sub- 
stantial or involved cases, with someone 
of expert qualifications. Space does not 
permit a listing of the well known names, 
but a clue to their importance may be 
gleaned from the comment of one who 
stated that “the panel represents the 
most distinguished group of authorities 
éver assembled for a single work.” 


Handbook of Partnership Taxation 


ARTHUR B. WILLIS. Prentice-Hall, Inc., En- 
glewood Cliffs, N. J. 585 pp. $15. 


The completely new tax law pertain- 
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ing to partnership affairs, as embodied 
in the 1954 Code, is carefully analyzed 
and explained in this excellent handbook. 
Written for lawyers and accountants by 
a member of the Los Angeles, California 
Bar who was recently appointed chair- 
man of the advisory group on Subchap- 
ter K of the U.S. House of Representa- 
tives’ Sub-Committiee on Internal Rev- 
enue Taxation, the work contains ample 
guidance on the tax consequences of 
every phase of a partnership’s operations 
from the time of formation to dissolu- 
tion. Important subjects, such as the 
family partnership, the “collapsible” 
partnership, the buy-and-sell agreement 
for a partnership, contributions to the 
partnerships of property other than 
money, the basis for gain or loss, etc., 
are treated in a comprehensive manner. 
Various forms of partnership agreement 
are included and there are suitable cross 
references throughout the body of the 
text, supplementing a detailed subject in- 
dex and table of contents. Those con- 
cerned with the taxation of partnerships 
will find much helpful information in 
Mr. Willis’ authoritative treatment of 
the subject. 


ARTICLES 


Critical Evaluation of the Charitable 
Trust as a Giving Device 


ALLAN D. VESTAL, Washington University 


Law Quarterly, June, 1957 (St. Louis, Mo. 
$1.25). 
The conditions prevailing in the 


United States in the creation, utilization 
and supervision of charitable trusts lead 
this author to the conclusion that the 
situation is “chaotic.” He feels that unless 
legislation is enacted the courts must 
exercise a more critical attitude toward 
these trusts. Citing as an example of 
abuses in the creation of trusts, the so- 
called ‘“Little’-type trust, such as the 
MIT Trust which was formed in 1937 
with a contribution of $500 and is today 
worth almost one million dollars, the 
author points out that the sole benefi- 
ciary, Massachusetts Institute of Tech- 
nology, had not received a cent of the 
$612,000 income earned up until 1948. 

Mr. Vestal urges a state system of 
trust registry, with detailed information 
about the trust instrument and regular 
supervision by the state. Thus, he feels, 
donors and beneficiaries alike could know 
which trusts, already established, were 
of interest to them. Also, trusts having 
similar purposes could be combined to 
achieve maximum efficiency in operation 
and administration, and obsolete trusts 
could be revived. The vast amount of 
wealth funneled into charitable uses 
which are tax exempt makes it impera- 
tive, in the opinon of the author, that 
the courts carefully scrutinize trust in- 
struments before placing their imprima- 
tur thereon. Such an attitude on the 
part of the courts, it is felt, might 
hasten the enactment of much needed 
supervisory legislation. 





Estate Taxation of Employee Death 

Benefits 

Yale Law Journal, July, 1957 (401 A Yale 

Station, New Haven, Conn. $2.). 

The need for consistent estate tax 
treatment of employee death benefits js 
pointed out in this extensive analysis of 
sections 2039 and 2042 of the Code. As 
an example of the divergent treatment 
under the Code, the note states that 
under section 2042 death benefits are 
considered taxable as insurance if the 
employee controlled their disposition at 
his death. If, however, the annuity classi- 
fication of section 2039 is applicable, the 
element of control is not the test of 
taxability, but rather whether the em- 
ployee made contributions to the benefit 
fund. The so-called “qualified plans” 
add further to the confusion in that 
these plans specifically exempt some an- 
nuities from taxation, but do not ex- 
empt insurance proceeds. Urging rem- 
edial legislation to correlate the various 
provisions of the Code into a uniform 
scheme of estate taxation of employee 
death benefits, the note argues that such 
reform should extend to both qualified 
and non-qualified plans. 


Problems of the Successful Corpora- 
tion Executive 

WARREN H. EIERMAN, Journal of Ameri- 

can Society of Chartered Life Underwriters. 

Fall 1957 (3924 Walnut St., Philadelphia 4. 

$1.50). 

Even though the successful corporation 
executive seems to be earning a high 
salary which, coupled with fringe bene- 
fits, he fondly hopes will provide for 
his family after his death, the bite of 
income taxes during his lifetime and of 
the “after-death” taxes on the fringe 
benefits may leave little to count on says 
Mr. Eierman, unless very careful con- 
sideration is given to planning the fringe 
benefits properly. Mr. Eierman’s experi- 
ence as a vice president of The Hanover 
Bank, in charge of the will review and 
estate analysis department, and as a 
national bank examiner specializing in 
trust examinations, gives authority to 
his discussion of stock options, continu- 
ation agreements (as used frequently in 
partnerships), deferred compensation, 
deferred profit-sharing, pension plans, 
and group life insurance. The role of 
the life insurance underwriter in analyz- 
ing the circumstances of the corporation 
executive in this area, is stressed in the 
article. 


Proposed Testamentary Charitable 
Trust of Close Corporate Stock 
VERNON O. TEOFAN and H. THEODORE 
WERNER. Notre Dame Lawyer, Vol. XXXII, 
1957. (Notre Dame, Ind. $1.25). 

With adequate precautionary notes, 4 
plan is presented for the use of a tax-free 
testamentary gift of stock in a family 
corporation, with a restrictive stock op- 
tion, to result in benefits described 4S 
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follows: “Through the use of the ‘plan 
set forth, the testator maximizes the 
probability of realizing his interests. 
Control of the stock remains in the fam- 
ily, the charitable obligation is fulfilled, 
and the estate taxes are lowered; should 
the corporation continue and prosper, the 
family can obtain outright ownership of 
the shares of stock; if the corporation 
is not successful, the family may step 
out of the picture by merely declining 
to exercise the option.” 


Renunciations, Disclaimers and Re- 
leases 


DAVID G. KAY, Taxes, October, 1957 (4025 
W. Peterson Ave., Chicago 30. $.75). 


The artificial distinctions between the 
tax consequences of “disclaiming,” “re- 
nouncing” and “releasing” property could 
be eliminated, according to this author, 
if the taxing pattern were based upon 
the relationship of the distributees to an 
individual who chooses to renounce, dis- 
claim or release. Examples of the typical 
taxable and tax-free situations are 
analyzed to point up the author’s con- 
tention that a desirable solution would 
be to determine taxability according to 
the effect, in giving up property, of di- 
recting assets to the natural objects of 
one’s bounty. 


Charitable Bequests and Life Insur- 
ance 


WALTER H. MEIER, Journal of American 





Society of Chartered Life Underwriters. Fall, 

1957 (3924 Walnut St., Philadelphia 4. $1.50). 

Not enough people understand the use 
of life insurance in making charitable 
bequests declares this training director. 
He points out the advantages of using 
life insurance as the gift medium, stat- 
ing: there is no delay in payment, as 
occurs in some estate settlements; the 
donor may make a substantial gift by 
means of depositing small premiums each 


jyears; the donor’s estate is not dimin- 





ished, nor his family deprived of regular 
estate assets; there is no shrinkage due 
to taxes, fees, probate or other costs; 
there is no uncertainty as to validity of 
the gift, as may occur in the case of 
a testamentary bequest; and the gift can- 


not fail by reason of insufficient estate 


assets. 


|Well-drawn Will Prevents Common 
Disaster from Nullifying Marital 
Deduction 

DAVID STOCK, The Journal of Taxation, Nov. 
1957 (147 E. 50th St., New York City 22. 
$1.25), 

The great advantage in providing for 
proper use, or non-use, of the marital 
fieduction in estate planning is well 
recognized. The tax problem arising 
jwhen the testator and his spouse meet 
death in a common accident or disaster, 
nd the effect of the various standard 
common disaster clauses on the marital 
deduction are considered in this article. 
r. Stock examines the case and statu- 





YOVEMBER 1957 


tory law on the subject, analyzes typical 
clauses and makes suggestions for their 
use in various situations. 


Problems of Attorneys’ Fees, Settle- 
ments, and Protection of Estate 
Arising from Minor’s Tort Claim 


DOMINIC TROIANI, Washington University 
Law Quarterly, June, 1957 (St. Louis, Mo. 
$1.25). 


Based on his analysis of Missouri 
statutes and procedure, this author feels 
that protection of a minor’s estate could 
be adequately provided by legislative 
amendments requiring the appointment 


of a guardian to prosecute or settle a 
minor’s tort claim. The guardian thus 
appointed would have control and man- 
agement of the minor’s estate, and would 
handle problems of attorneys’ fees, bind- 
ing the infant’s estate therefor. In order 
to eliminate administration costs, it is 
suggested that the funds of the minor 
be deposited in a bank pursuant to court 
order and withdrawn only upon ap- 
proval of the court, thus no bond or 
annual report would be required of the 
guardian. These suggestions are deemed 
equally applicable to any funds coming 
into the possession of a minor, by gift, 
will, or otherwise. 
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[] Please send 


Standard Qauses for Wille 


by Ralph R. Neuhoff 


of the St. Louis Bar; Lecturer in Law, Washington University School of Law 


“This book of forms, by a scholarly practitioner, differs from 
others that have come to my attention in that it treats the subject 
matter clause by clause. The method lends itself to a more thorough 
treatment than is possible through the more usual approach. The 
practical considerations bearing upon the problems posed by parti- 
cular clauses receive adequate exposition, while the annotations under 
each heading constitute a check list useful to the most seasoned prac- 
titioner and well nigh indispensable to those less experienced. Federal 
taxation receives the thorough treatment expected from a lecturer 
and recognized authority on that subject. The forms are needed 
reminders, a means of economizing time and avoiding errors.” — 
Walter L. Nossaman, author of the two-volume treatise “Trust Administration 


Here are some of the features of the revised edition — now on the 
press — of this widely used form book: 


e 78 Chapters — with text discussion, copious citations to decided 
cases and references to pertinent annotations in A.L.R. 


e 565 Model Clauses — with alternate choices to meet objectives — 
selected from the author’s more than forty years of experience in 
drafting wills which have stood the test of time 


e Consistency in style and construction (the forms having been pre- 
pared almost entirely by the author), facilitating combination with 


e Analysis of Federal tax implications 

e Factors to consider in choosing fiduciaries 

e Comprehensive Table of Contents for easy reference 
e Detailed Synoptic Index to locate specific points 


112 PAGES — PRICE: $2.50 


(Quotations for more than 10 copies on request) 


ie 





copies of Neuhoff’s STANDARD CLAUSES FOR WILLS, 


Revised Edition, at $2.50 each, for which check is enclosed. 
(1 Please furnish quotation on ................ copies. 
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ERNEST T. WEIR, who retired last May 
as chairman of National Steel Corpora- 
tion, of which he was the founder, left 
a gross estate of $11 million, the residue 
of which is to be divided into two trusts. 
That for his wife’s benefit (she also 
receives $25,000 cash) represents 65% 
of the estate, the balance being for a 
minor son’s maintenance. The trustees 
are authorized to purchase a residence 
for the wife, out of trust principal, 
charging a proportionate share of the 
cost to the son’s trust if he is a minor 
at the time. There is a provision to ad- 
vance as much as $275,000 to the wife 
upon her written request, and to pay 
any amount of principal, if the income is 
insufficient, to maintain her scale of liv- 
ing. 

The trustees are directed to be liberal 
in their allowances for the son’s main- 
tenance and to pay him all accumulated 
income when he is 25 years of age; also 
to lend him, at age 30 or any time there- 
after, up to $200,000 “if he is capable 
of using said loan or loans advantageous- 
ly in a business in which he is actively 
engaged at the time,” interest thereon is 
be charged to the trust income. At the 
age of 35, one-half the trust corpus may 
be paid to the son if the trustees deem 
him capable of managing his affairs 
properly, and at age 40 the balance is 
to be paid over unless the trustees feel 
he has not properly managed the funds 
previously distributed or is improvident 
in the use of money, in which event the 
trust for the son is to continue until his 
death, and to be distributed according to 
his will. Other children of the testator 
are declared to be amply provided for 
under inter-vivos trusts. 

The Fidelity Trust Co. of Pittsburgh 
and Mrs. Weir are named executors and 
trustees; National City Bank of New 
York City to be substituted for Fidelity 
should the latter merge with or be ac- 
quired by a “larger bank or trust insti- 
tution.” 


Davip OVENS, vice chairman and co- 
founder of Ivey’s Department Store, one 
of the South’s leading retail establish- 
ments, reputedly gave away most of his 
fortune to charities during his lifetime 
according to a formula described as fol- 
lows: “He would consult the actuarial 
tables and find out how much longer he 
would be expected to live, double that 
period of time, figure out how much 
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he would be expected to spend for each 
year of this life expectancy, double that 
amount. The figure thus arrived at would 
be the total property he needed to keep; 
give away the rest.” The estimated 
$750,000 estate disposed of by will, after 
specific bequests and cash legacies total- 
ling some $180,000, goes in equal shares 
to those employees with the Ivey organ- 
ization for ten or more years, including 
those on pension, the qualification of the 
distributees to be determined by the ex- 
ecutor, American Trust Co. of Charlotte, 
N. C. Mr. Ovens’ wife had predeceased 
him. 


E. Roy FITZGERALD, president and 
chairman of National City Lines Inc., 
which operated buses in 42 cities, left 
an estate inventoried at one million dol- 
lars and by will provided that one-third 
of his adjusted gross estate as finally 
determined for federal estate tax pur- 
poses be held in trust for his wife’s bene- 
fit. He also bequeathed to his wife all 
jewelry, art works, household furnish- 
ings and personal effects. The rest of the 
estate, except for legacies of his com- 
pany stock, is to be held in two trusts, 
the income from which is to be used, 
first, to pay annuities of $200 per month 
to five named persons, and the balance 
for the trust beneficiaries, a son and 
daughter of the testator. One quarter 
of the principal of each trust is to be 
distributed when the beneficiary reaches 
25 years of age, one-third of the balance 
at age 30 and the remainder at age 35. 

Two advisers are named for the 
“special investments,” defined to include 
all assets other than securities listed on 
any stock exchange, as well as the bus 
company stock, with a direction that 
the executor-trustee, Continental IIli- 
nois National Bank & Trust Co. of 
Chicago, must consult the advisers with 
respect to all purchases and sales in 
that class. A child counsel is also named 
to advise the trustees relative to the 
needs and training of any minor benefi- 
ciaries. The trustee is not bound to take 
the advice of the child counselor, but is 
bound by that of the investment ad- 
visers. 


Dr. IRVING LANGMUIR, Nobelprize win- 
ner, an industrial chemist for General 
Electric for the past 30 years, and a 
pioneer in artificial rain-making, be- 
queathed to the Library of Congress his 





note books and papers. He made be. | 
quests of $10,000 each to a son and 
daughter and gave his wife one-half of 
the residuary estate outright, the bal. 
ance to be held in trust for her benefit 
by Schenectady (N. Y.) Trust Co. Upon | 
the wife’s death two-thirds of the trust 
is to be distributed in specified propor. 
tions among the Sloan Kettering Insti. 
tute for Cancer Research in New York | 
City, and three local institutions. The | 
remainder is to be equally divided be. 
tween the testator’s son and daughter, 
with the proviso that if the whole ex. 
ceeds $30,000, each half-share thereof 
is to be held in trust. The trustee is to 

pay out, commencing one year following} 
the wife’s death, $4,000 yearly to each |) 
beneficiary until the trust principal is re. |) 














duced to $10,000, at which time the/|sh 
trusts are to terminate. ‘| re 
|) He 

L. Boyp Hatcu, chairman of the |) Wi 
board of the Ambassador Hotel, and for. |) 7 
mer executive vice president of Atlas |) to 


Corporation, appointed the Manufa. |) tr 
turers Trust Co. of New York and two > He 
individuals as executors and trustees of |) gi 
his will. The “Annie McQuarrie Hatch | al! 
collection of XV and XVI century Eng. | av 
lish, French and Italian furniture and | ne 
objets d’art” was given to the Uni- | 
versity of Utah for the Utah Museum of 


Fine Arts. The “L. Boyd and Annie a 
McQuarrie Hatch collection of XVI cen- | .y 
tury furniture, panelling, objets dart |, 
books and manuscripts” was given to |¢p 
Utah State Agricultural College for the j,, 


Hatch Memorial Library. All other per-¥,, 
sonal property was left to two daughters. 

The residue of the estate was directed 
to be held in trust for the life of Mrs. 
Hatch, with the proviso that if the in- me 
come were insufficient for her support 
the trustees are to pay so much of the 9 
principal as she requests by writing. | 
Upon the wife’s death, the remainder is | C 
to be set up in two separate trusts for } 
the daughters. The trustees are per- | 
mitted to invade the principal, if in der | 
opinion the income is not sufficient for | 
the “proper support, maintenance, com- 
fort or welfare” of a beneficiary. 
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‘Other corporate fiduciary appointments: $1 


W. DEAN BricGs, chairman of Briggs bo 


Manufacturing Co.: National Bank of 4 
( 


Detroit, co-executor. Mog 
Morton B. BRAINARD, chairman o]),, 


Aetna Life Affiliated Companies: Hart- |), 
ford National Bank and Trust Co., (| 


sé 
executor. 


ad 

Norman J. Burp, vice president of] st 
Norwich Pharmacal Co.,: executor-trus | to: 
tee. ba 
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@ “Standard Clauses for Wills,” a com- § 01 
pilation of 565 forms with text explana- do 
tion, is being published by TrusTS ANDjje: 
EsTATEs. See details on page 1163. 
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ided be- # CHARITABLE BEQUESTS — Provision 
aughter, in Will Executed Within 30 Days 
hole ex. of Death Upheld as Substantially 
thereof Identical to Earlier Will 

bee as to Pennsylvania—Supreme Court 
ollowing ; McG:tigen Estate, 388 Pa. 477. 

to each 

yal is re-|) Testatrix died in 1955, five days after 
ime the ||she had executed a will which gave the 

residue of her estate ($94,000) to Heart 
House, a charity, and revoked all prior 

of the |) Wills. By a 1953 will she had given her 
and for. || Tesiduary estate (worth then $141,000) 
of Atlas |) to a corporate trustee, upon a perpetual 
Mianufac. |) trust, to pay the net income to Heart 
and two |; House. The lower court found that these 
ustees of | gifts of the residue were for substanti- 
ie Hatch | ally the same charitable purpose and 
iry Eng- | awarded the residue to Heart House. The 
ture and| next of kin appealed. 





he Uni- | HELD: Affirmed. The gifts in each 
useum of | will were for identical purposes. The 
d Annie! share of the residue in each will was 








eg sa substantially the same, i.e., the entire 
we d'art || residuary estate in fee, or the income 
given to |therefrom forever. Moreover, the residu- 
® for the | ary estate in the last will did not ex- 
ther per- ceed the value of the gift in the prior 
aughters will. As between charitable and religi- 
peg ous organizations claiming bequests or 
: yi “4 devises made within 30 days of death 
: commu and the next of kin, there are no equities. 
ch of the | Section 7-(1) of the Wills Act of 1947 
writing. ‘should be liberally construed. 
— ay COMPENSATION — Attorney’s Fee — 
are per- Executor’s Duty to Defend Will 
f in their California—District Court of Appeal 
icient for Estate of Poisl, 153 A.C.A. 728 (Sept. 10, 
nee, com-— 1957). 
y. Poisl’s widow filed a petition to revoke 
his will, which left her $11,800 out of a 
intments: 1$105,000 estate. Hughes appeared as at- 
of Briggs torney for the executor and opposed the 


Bank of [Petition to revoke the will. The Supreme 
Court in Estate of Poisl, 44 Cal. 2d 147, 
280 P. 2d 789, reversing the two lower 
courts, had held that the will, made 
before decedent’s marriage to the widow, 
Was invalid as to her, not having made 
adequate provision for her. In the in- 
sident of stant case Mr. Hughes petitioned for at- 
utor-trus- Morneys’ fees, claiming $10,500. The pro- 

hate court allowed only $1,000. 

F RELD: Reversed. The fees claimed 

mere reasonable. However, the execu- 
” a com-@ors duty to defend an admitted will 
t explana-Hloes not apply in a case where the con- 
zUsTS ANDiest simply becomes one among the lega- 
1163. €es under the will as to who is entitled 
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to take. This was not a contest in the 
usual sense of the term, the will itself 
being valid, but was a_ controversy 
among claimants under the will. 

The case throws no doubt on the 
settled rule that after a will is admitted 
to probate, an executor has the right to 
defend it and to incur expense for that 
purpose. 


DISTRIBUTION — Deduction of Heir’s 
Indebtedness from Intestate Share 


Oklahoma—Supreme Court 


Smith v. Citizens National Bank in Okmulgee, 
313 P. 2d 505. 


The intestate decedent was survived 
by four children as sole heirs. The estate 
was appraised at $12,000, including a 
promissory note in the amount of $7,000, 
with a credit thereon of $50, payable 
by one of the children to the decedent. 
No value was attributed to this promis- 
sory note in the appraisal. The assignee 
of a judgment creditor of the debtor on 
the note had, previously, sued on the 
judgment assigned, and to restrain said 
debtor from transferring a $1,000 note 
received by him from one of the other 
children of the decedent in payment for 
the debtor’s interest in the realty of the 
decedent. The assignee of the judgment 
creditor prevailed in that suit, the district 
court holding that the rights of the as- 
signee to the debtor’s interest in the land 
of the estate were superior to the rights 
of the heir to whom the interest of the 
debtor in the land had been assigned, 
and further holding that the assignee 
was entitled to execution and sale of 
the interest, subject to the administra- 
tion proceedings. This earlier judgment 
became final. 

When hearing was held in the ad- 
ministration proceedings on the final ac- 
count and petition for distribution, the 
probate court ordered the estate dis- 
tributed equally to the three children of 


decedent other than the debtor, holding 
that the debtor was indebted to the 
estate on his promissory note in an 
amount greater than the value of the 
distributive share to which he would 
have been entitled, and thus was en- 
titled to nothing from the estate. On ap- 
peal to the district court this order was 
reversed, the court holding that the 
assignee of the judgment creditor was 
entitled to one-fourth of the estate, and 
the heirs, exclusive of the debtor, were 
entitled to three-fourths. The heirs ap- 
pealed. 

HELD: Reversed. (1) The probate 
court can determine the indebtedness of 
an heir to an estate and deduct the 
amount of such indebtedness from the 
distributive share of the heir. Such a 
deduction may be made even though the 
statute of limitations has run on the 
debt to the decedent at the date of the 
decedent’s death, since statutes of limita- 
tion affect remedy only, and not sub- 
stantive rights. 

(2) An indebtedness of an heir to an 
estate constitutes an equitable lien on 
the distributive share of the heir superior 
to the lien of a judgment; further, a 
judgment is not a lien on land inherited 
by the judgment debtor unless or until 
the land is distributed. 


DISTRIBUTION — Remainder Vested 
— Adoptees Take as Children 


California—Supreme Court 

Estate of Stanford, 49 A.C. 126 (Sept. 20, 

1957). 

Jane Stanford died in 1905, leaving 
$2,000,000 in trust. The provisions of the 
trust, so far as they are involved in this 
appeal, are that the net income from 
one-third of a half of the trust was to be 
paid to her niece, Amy Hansen, for life. 
The residue of the estate was given to 
Stanford University. The trust was dis- 
tributed in 1906, the decree of distribu- 
tion following the exact terms of the 
will. 

Amy Hansen died in 1954, and this 
case involves what became of the share 
of the trust estate from which she had 
received income. The will provided that 
at her death the share of the trust es- 
tate held for her benefit “shall belong to 
and be delivered to the child or children 
of” Amy. She had one natural child, 
Walter, who died in 1918, leaving his 
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estate to Ruth Barton. In 1924 Amy 
adopted by proceedings in a New York 
court Aimee Reynolds, an adult, and 
Aimee’s two children. The three adopt- 
ees all survived Amy Hansen. 


The probate court decreed that the 
adoptees took their proportionate shares, 
but that Ruth Barton, Walter’s successor, 
received nothing. Ruth Barton and Stan- 
ford University appealed, the Univers- 
ity’s appeal being based on the conten- 
tion that as residuary legatee it was en- 
titled to the entire one-sixth of the trust 
which had been held for Amy Hansen’s 
benefit. 


HELD: (1) Walter received a vested 
interest under the provision of the will 
quoted above. His interest was not con- 
ditioned on survival of his mother. On 
this question, the court disapproved of 
the holdings in Estate of Cavarly, 119 
Cal. 406, 51 P. 629; Estate of Clark, 64 
Cal. App. 2d 636, 149 P. 2d 465; Estate 
of Blake, 157 Cal. 448, 108 P. 287; Es- 
tate of Hamon, 136 Cal. App. 517, 29 P. 
2d 326. 

(2) Amy’s adopted children are prop- 
erly included in the designation of chil- 
dren. 


FIDUCIARIES Action to Remove 
Corporate Trustee Dismissed — 
No Showing of Wrongful Disburse- 
ments or Mismanagement 


Washington—Supreme Court 


Chambers v. Calvin Philips & Company, 150 
Wash. Dec. 389; 312 P. 2d 659. 


Plaintiff as beneficiary to the extent 
of 7.3% of an express trust created by 
a mortgage and deed of trust in 1918, 
sued to remove the corporate trustee, 
and for judgment against the trustee 
and against its sole stockholder, alleg- 
ing improper disbursements over a pe- 
riod of 25 years. The trial court found 
that the trustee had kept meticulous 
books and accounts which were at all 
times open to inspection by the plain- 
tiff; that there had been no com- 
mingling of the property or affairs of the 
two defendants; that the plaintiff had 
studied all the accountings rendered by 
the trustee and had made no objection 
to any of the items therein until the 
commencement of his suit in 1955; that 
all disbursements by the trustee were 
necessary and reasonable, and were, in 
fact, authorized by plaintiff. Plaintiff 
appealed from a judgment dismissing his 
complaint. 


HELD: Affirmed. The findings of fact 
adequately support the trial court’s con- 
clusions, that the defendant trustee is 
not the alter ego of the defendant 
Philips; that the trustee has made no 
improper disbursements from the trust 
property; that the trustee should not 
be removed; and that the complaint 
should be dismissed. 





INSURANCE — Life — Proceeds Pay. ] ; 
able to Estate are Free from Cred- + 
itors’ Claims 


Florida—Supreme Court 
In re Estate of Mitchell, 96 So. 2d 661. 


foto rm = 


Testator’s sole heirs were his three | 
sisters who were residuary legatees un. 
der his will. Testator had two life in- 
surance policies payable to his estate, 
and the proceeds were collected by his 
executors. The three residuary legatees 4 
filed separate petitions by which they 
sought to have the exemptions provided 
by F. S. Section 222.13 applied to the 
policies and to require the executors to | 
pay over the proceeds free from ~~ 
claims of creditors and costs of admin. 
istration. The County Judge dismissed 
the petitions. f 


HELD: Reversed. The statute which | t! 
exempts life insurance from the claims ir 
of creditors where it is effected for the r 
benefit of the child or surviving spouse | 4 
of the insured applies where the policy vi 
is payable to the estate of the insured a 
but disposed of by will. 1 

NoTE: This case pretty much fills out || & 
the full application of the statute and | 
allows the generalization that life insur- | 
ance on the life of a resident of Florida | ¢ 
is upon his death free from the claims | P! 
of his creditors unless the policy de- | ™ 
clares that it was effected for the benefit | ™ 
of a creditor. The Court did hold that 
the insurance proceeds in this case were } 41 


= te 








subject to the costs of administration. re 
of 

JURISDICTION — ‘Trustee Has No } |a 
Right to Appeal from Termination | t 
of Trust by Settlor’s Guardian be 

B 

Pennsylvania—Supreme Court | : 

Elliott Estate, 388 Pa. 321. a as 


On April 1, 1950, Elliott created a] pr 
trust with his brother and a corporate | re 
trustee as trustees in which the settlor © 
was the sole beneficiary. In September’ p, 
of the same year, his brother caused a 
guardian to be appointed for settlor’s 
estate. In October, 1954, the guardian 
instituted proceedings to terminate the 
trust, and the corporate trustee responded 
by filing a rule to have the guard- 
ijan’s appointment revoked on the grounds 
that settlor’s estate was adequately pro- j ta 
tected by the trust. The lower court dis- |] TI 
charged the rule and the corporate trus-/) de 
tee appealed. A motion to quash the|j to 
appeal was filed. in 


HELD: Appeal quashed. The guardian ‘i 
was appointed under the Act of 1907 a 
which was repealed by the Act of 1951.) “a 
In the 1907 Act any person aggrieved) 5). 
could appeal, but the 1951 Act is silent} wa 
on the subject. Regardless of which Acti g; 
governs, the appellant must be a perso! 
aggrieved by the decree appealed from 
The trustee’s abstract interest in seein 
the settlor’s intent carried out or in it 
fees is insufficient. There must be addi 
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tional elements, such as a_ surcharge, 
rights of unascertained or incompetent 
beneficiaries involved, or successful 
claims by third parties against the trust. 
Moreover, the order appointing the 
guardian was a final order not appealed 
from, and is res adjudicata. This is not 
the same as a termination based on the 
recovery of the ward. 


LIFE TENANT & REMAINDERMAN — 
Proceeds of Real Estate Sale Not 
Apportionable Between Income 
and Principal 


Pennsylvania—Supreme Court 
Hostetter Estate, 388 Pa. 339 


Trustees held stock valued at $321,000 
in 1926. In 1933 the stock was exchanged 
for real estate of the Company, on which 
the buildings were destroyed by floods 
in 1936. The value of the real estate was 
reduced to $264,000. The land was there- 
after used as a parking lot which became 
very profitable. It was condemned under 
an urban redevelopment program in 
1951, and $125,000 was received by the 
trustees. Some $35,000 in taxes was paid 
from other income of the estate prior 
to the condemnation. The income benefi- 
ciaries claimed an apportionment of the 
proceeds of $37,000 plus $35,000 recoup- 
ment for taxes paid. The lower court de- 
nied both claims. 


HELD: Affirmed. This situation is not 
analogous to the salvage of foreclosed 
real estate, but rather to the disposal 
of decedent owned real estate. In the 
latter case, apportionment is not a mat- 
ter of right but of balancing the equities 
between life tenant and remainderman. 
Because of the sizable amounts of in- 
come received by the income benefici- 
in the 
principal account, the equities favor the 
remaindermen. 


PowErRS — Limitations — Public 
Policy Violated by Will Creating 
Trust if Beneficiary Remained 
Married 


New York—Surrogate’s Court, New York Co. 
Matter of Agnew, N.Y.L.J., Oct. 22, 1957. 


Testator bequeathed his residuary es- 
tate outright to four nephews equally. 
The will provided that if at the testator’s 
death nephew James was still married 
to Elizabeth, James’ share should be held 
in trust, with income payable to him 
while he lived and was married to Eliza- 
beth, and after his death the trust was 
to continue for the benefit of his issue, 
but if Elizabeth predeceased James or 
their marriage was dissolved, the trust 
was to terminate and the principal be 
distributed to James. The testator de- 
clared in the will that he did not lack 
affection for Elizabeth but doubted her 
Prudence in respect to money matters. 
D> the provisions concerning James’ 
marriage make the trust invalid? 


‘NOVEMBER 1957 


HELD: A testamentary provision in 
restraint of marriage or which attempts 
to procure its dissolution violates public 
policy and is invalid. The provision for 
termination of the trust upon the disso- 
lution of James’ marriage is void as 
against public policy because it might 
influence him to obtain a divorce. The 
provision for the creation of the trust 
must also be declared invalid, for to do 
otherwise would mock the beneficiary and 
give effect to the testator’s objective 
which was against public policy. James 
takes his share of the residue outright. 


TAXATION — Estate & Inheritance — 
Commuted Value of Widow’s Life 
Estate Under Residuary Trust Not 
Reduced by Estate Tax 


New Jersey—Superior Court 
Newberry v. Neeld, 134 A. 2d 6. 


Will of decedent established trust of 
residuary estate. After providing for an- 
nuity to sister-in-law, decedent directed 
that balance of income was to be paid to 
his wife for life. In determining commu- 
ted value of wife’s life estate, executors 
contended that from the actual full 
market value of the residuary estate, 
there should first be deducted Federal 
estate taxes paid, and thereafter com- 
muted value of wife’s interest should be 
computed, using this net amount. Their 
argument rests upon provision in will 
specifically directing that each life bene- 
ficiary should receive his or her share 
free from any inheritance, transfer or 
estate taxes. Director of Taxation, in 
making his computation, did not deduct 
from residuary estate amount of Fed- 
eral estate taxes. 


HELD: For Director of Taxation. In- 
heritance taxes are assessed according 
to statute. Will provision relating to 
payment of estate and inheritance taxes 
has no effect on either assessment or 
amount. Fund from which death taxes 
are to be paid can be designated by will, 
but such provision cannot alter or vary 
amount of tax. Tax is upon market value 
of property transferred. In determining 
such value, statute specifies Federal es- 
tate taxes are not allowed as deductions. 


WILLs — Probate — Right of Heir- 
Legatee to Contest Will Before Ac- 
cepting Under It 


Texas—Court of Civil Appeals 
Smith v. Negley, 304 S.W. 2d 464. 


Smith and Negley were both heirs as 
well as legatees of decedent. Smith in- 
stituted a will contest in the Probate 
Court on grounds not specified in the 
opinion. Negley answered that a provi- 
sion in decedent’s will constituted a 
“no contest” clause, under which Smith, 
in the event she was unsuccessful in the 
will contest, would forfeit her right to 
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receive any property under the will, 
such provision reading as follows: 














In the event any one of my said daugh- 
ters should not survive me, or if surviving, 
should decline to accept under this will, 
then upon my death the share they would 
have taken if surviving me and accepting 
hereunder, shall go, and it is devised as it 
is above provided that the same shall go 
on their death.” 

This action was brought by Smith in 
the District Court for a declaratory 
judgment to construe the above provi- 
sion. Negley admitted that the quoted 
provision was not a “no contest” clause, 
but that Smith’s will contest suit consti- 
tuted a declination to take under the will. 


HELD: An heir has a right to contest 
a will. Unless the will contains a “no 
contest” clause or some similar provi- 
sion which attempts to deprive its bene- 
ficiaries of their rights as heirs in order 
to qualify as beneficiaries, one who is 
both an heir and a legatee has a right to 
obtain a final determination of the val- 
idity of the will before deciding whether 
to accept under the will. For this reason, 
Smith’s action contesting the will did 
not constitute a declination to take 
under the will. 







































































STATEMENT OF THE OWNERSHIP, 
MANAGEMENT AND CIRCULATION 
REQUIRED BY THE ACT OF CON- 
GRESS OF AUGUST 24, 1912, AS 
AMENDED BY THE ACTS OF MARCH 
3, 1933, AND JULY 2, 1946 (Title 39, 
United States Code, Section 233) 

Of TRUSTS and ESTATES (Magazine), 
published monthly at New York, N. Y. 
for October 1, 1957. 

1. That the names and addresses of 
the publisher, editor, managing editor, 
and business managers are: 

Publisher, Christian C. Luhnow, “Mag- 
nolia” Gordonsville, Virginia. Editor, 
Christian C. Luhnow, “Magnolia” Gor- 
donsville, Virginia. Managing editor, P. 
Philip Lacovara, 50 East 42 Street, New 
York 17, N. Y. Business manager, M. M. 
Imbro, 50 East 42 Street, New York 17. 

2. That the owner is: Fiduciary Pub- 
lishers, Inc., 50 East 42 Street, New York 
17, N. Y. Christian C. Luhnow, Stock 
Holder, 90 Shares, Gordonsville, Virginia; 
Josephine L. Luhnow, Stock Holder, 30 
Shares, Gordonsville, Virginia. 

3. That the known bondholders, mort- 
gagees, and other security holders owning 
or holding 1 percent or more of total 
amount of bonds, mortgages, or other se- 
curities are: None. 

4. Paragraphs 2 and 3 include, in 
cases where the stockholder or security 
holder appears upon the books of the 
company as trustee or in any other fidu- 
ciary relation, the name of the person or 
corporation for whom such trustee is 
acting; also the statements in the two 
paragraphs show the affiant’s full knowl- 
edge and belief as to the circumstances 
and conditions under which stockholders 
and security holders who do not appear 
upon the books of the company as trus- 
tees, hold stock and securities in a ca- 
pacity other than that of a bona fide 
owner. CHRISTIAN C, LUHNOW 

Sworn to and subscribed before me this 
1st day of October, 1957. 

P. PHILIP LACOVARA 
Notary Public 
(My commission expires March 30, 1959) 
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Bar Section Names 
Committee Chairmen 


The committee chairmen of the Amer- 
ican Bar Association’s Section of Real 
Property, Probate and Trust Law for 
1957-8 are as follows: 

To Cooperate with National Confer- 
ence of Commissioners on Uniform State 
Laws: William H. Dillon, Chicago, IIl. 

Rules Against Perpetuities: Lewis M. 
Simes, Ann Arbor, Mich. 

Relative Priority of Government and 
Private Liens: Earl Q. Kullman, New 
York, N. Y. 

Current Literature Relating to Real 
Property: Ralph Norvell, Jr., Waco, Tex. 

Planning and Developing Metropolitan 
Communities: Allison Dunham, Chicago, 
Il. 

Improvement of Conveyancing and Re- 
cording Practices: Albert B. Wolf, Bos- 
ton, Mass. 

Acceptable Titles to Real Property: 
Gardner Smith, Kansas City, Mo. 

State and Federal Legislation Affect- 
ing Real Property: Ray L. Potter, De- 
troit, Mich. 


Significant Decisions on Real Property 
Law: Elmer M. Million, New York, N. Y, 

Simplification of Security Transfers by 
Fiduciaries: Daniel Partridge III, Wash- 
ington, D. C. 

Improvement of Probate Procedure: 
Charles A. Woods, Jr., Pittsburgh. 

Fees and Commissions in Probate Pro- 
ceedings: Alice M. Bright, Chicago. 

Accountability of Trustees of Char- 
itable Trusts: Eric A. McCouch, Phila- 
delphia, Pa. 

Pension and Profit-Sharing Trusts: 
Harry F. Wenher, New York. 

Changing Concepts of Trust Invest- 
ments: Elmer L. Fingar, White Plains, 
is. Ee 

Estate and Tax Planning: Harrison F, 
Durand, New York. 

State Legislation Affecting Trusts and 
Estates: P. Philip Lacovara, New York. 

Trust and Probate Literature: William 
F. Schulz, Jr., Pittsburgh, Pa. 

Significant Trust and Probate De- 
cisions: Paul E. Iverson, Los Angeles. 

Management of Property of Infants, 


Incompetents and Missing’ Persons: 
James O. Wynn, New York. 
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He, the Connecticut General man, can only earn it, 
of course, by the over-all excellence of his services. 
He draws up a full set of research notes for your 
client. Every asset...business interest, bonds, real 
estate, insurance, savings...is listed. Then each is 
expertly evaluated to determine how it can be made 
most productive in terms of reaching the client’s 
goals in life. 

The resulting plan is brought to you for your anal- 
ysis, to give the client the benefit of your counsel. 


welcome... 


You will find the CG man’s manner pleasant and 
professional. It’s another reason why many lawyers 
welcome him warmly. 
In fact, your first talk with a CG man can mark the 
beginning of a unique and rewarding relationship, 
one you ll welcome, too. 
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